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IN THE 

i 

Court of appeals, ©istna of Columbia 

No. 5411. 


(In the District Supreme Court: Equity No. 5288) 


Ernest C. Mulvey, John D. Colgan, George R. Ellis, 
Franklin F. Noyes, and G. Wallace Tibbetts, 
Plaintiffs and Appellees, i 

vs. 

Mayflower Hotel Company, a Delaware Corporation, 

Appellant, and 

Mayflower Hotels Corporation of America, a!Dela¬ 
ware Corporation, Mayflower Hotels Manage¬ 
ment Corporation, a Delaware Corporation, 
American Bond and Mortgage Company, a Maine 
Corporation, American Trust and Safe Deposit 
Company, an Illinois Corporation; William J. 
Moore; Hattie K. Moore, the Wife of William J. 
Moore; Harold A. Moore; Kenneth W. Moore; 
Kathryn K. Moore, the Wife of Kenneth W. 
Moore; and Charles C. Moore, Individually, and 
Charles C. Moore, Trustee, Defendants. 

APPEAL FROM AN INTERLOCUTORY ORDER 
OF THE SUPREME COURT OF THE DISTRICT 

OF COLUMBIA. ; 


BRIEF FOR APPELLEES. 


o 


PREVIOUS OPINION. 

No opinion has been rendered in the court below. 
This appeal is taken from an ex parte order made 
by the Honorable Justice Luhring on the 22nd day 
of May, 1931, appointing Thomas P. Littlepage and 
Joshua Evans, Jr., of Washington, D. C., receivers 
of the Mayflower Hotel Company, the first-named 
defendant in the above-entitled case. 

JURISDICTION. 

May 22, Justice Luhring, sitting in equity, upon 
reading the bill in the above-entitled case to fore¬ 
close a deed of trust and to seek extraordinary relief 
to prevent the carrying out of a fraudulent scheme 
of reorganization, appointed, ex parte, Thomas P. 
Littlepage and Joshua Evans, Jr., as receivers pen¬ 
dente life. Appellant, on May 27, 1931, five days 
after receivers were appointed, noted its appeal from 
the ex parte order (see R. citation on appeal). Ap¬ 
pellant made no motion to vacate and set aside the 
ex parte order appointing receivers. Appellant has 
sought no hearing before the trial court thereon. 
There is, therefore, no record upon which this court 
can act other than the bill filed, the ex parte order 
appointing the receiver, and the notice of appeal. 
Appellees claim that this court is without jurisdic¬ 
tion to entertain this appeal, and have made a motion 
to dismiss on the ground that this court lacks juris¬ 
diction until appellants have exhausted their remedy 
in the court below. 
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QUESTIONS PRESENTED. | 

l 

1. Does this court have jurisdiction to entertain an 
appeal from an ex parte order appointing a receiver 
until after hearing on motion to vacate has beein had 
before the trial court? 

I. If the first question is answered in the affirma¬ 
tive the following points arise: 

II. The Lower Court had ample grounds to direct 
receivers to take charge of the Holding Company’s 
records and property. 

III. Abuse of discretion must be clearlv jestab- 
fished to overrule a trial court’s order appointing a 
receiver to impound proceeds and preserve property. 

THE STATUTES INVOLVED. | 

The applicable portions of the statutes which! have 
to be interpreted in considering this appeal are: 

1. The District Code, Title 18, Section 26, which 
provides: i 


“Appeals shall also be allowed to said court 
of appeals from all interlocutory orders of the 
Supreme Court of the District of Columbia, or 
by any justice thereof, whereby the possession of 
property is changed or affected, such as orders 
for the appointment of receivers, granting in¬ 
junctions, dissolving writs of attachment,; and 
the like; and also from anv other interlocutory 
order, in the discretion of the said couiff of 
appeals, whenever it is made to appear to; said 
court upon petition that it will be in the interest 
of justice to allow such appeal. (Feb. 9, 1893, 
27 Stat. 435, c. 74, sec. 7; Mar. 3, 1901, 31 Stat. 
1225, c. 854, sec. 226; Mar. 3, 1921, 41 Stat. 1312. 
c. 125, sec. 12.)” 


i 





2. The United States Code has a similar section 
(28 U. S. C. A. 227), which provides: 

“Where, upon a hearing in a district court, 
* * * or an interlocutory order or decree is 
made appointing a receiver, * * * an appeal 
may be taken from such interlocutory order or 
decree to the circuit court of appeals; * * *. The 
appeal * * * shall take precedence in the ap¬ 
pellate court; and the proceedings in other re¬ 
spects in the district court shall not be stayed 
during the pendency of such appeal unless other¬ 
wise ordered by the court, or the appellate court, 
or a judge thereof. * * *” 

STATEMENT OF FACTS. 

On Tuesday, May 19, 1931, the bill in the above- 
entitled case (hereto annexed to this brief and 
marked “Appendix A”) was presented to and left 
with the Honorable Justice Bailey, Motions Justice, 
and the Honorable Justice Luhring, both sitting in 
equity, as Associate Justices of the Supreme Court 
of the District of Columbia. On May 22, at 3:30 
in the afternoon, the bill in the above-entitled case 
was filed. Immediately thereafter, the Honorable 
Justice Luhring issued an order (attached hereto 
in the appendix of this brief, and marked “Appendix 
B”) appointing Thomas P. Littlepage and Joshua 
Evans, Jr., of Washington, D. C., as receivers of all 
of the property of the defendant Mayflower Hotel 
Company. The receivers qualified, appointed coun¬ 
sel, and at about 6 p.m. May 22, 1931, the receivers, 
with their counsel, proceeded to the Mayflower Hotel 
and served a copy of the order of their appointment 
upon officials in charge of said hotel, C. S. Mack and 
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W. L. Browning. They demanded the bool^s and 
records of the Mayflower Hotel Company. They 
were asked to wait until D. J. O’Brien could arrive. 
Receivers and their counsel waited two hoursi The 
said D. ,J. O’Brien did not appear, but his Counsel 
arrived, and receivers explained that they were as¬ 
serting no authority over the operations of the; hotel, 
since the order appointing them covered the; May¬ 
flower Hotel Company, the Holding or Owning; Com¬ 
pany, and the management of the hotel was in the 
Mayflower Hotel Corporation of America, a Leasing 
Company. Receivers and their counsel further noti¬ 
fied counsel for defendant company and D. J. O’Brien 
that-, if desired, they would stipulate to shortening 
the time to any date convenient to defendants, for 
a hearing on a motion to vacate the court’s ex Iparte 
order appointing the receivers. Late in the evening 
of Mav 22, some books and records were furnished 
by W. L. Browning and C. S. Mack. Receiver^ em¬ 
ployed auditors, hired a room in the Mayflower 
Hotel, and set said auditors to work to secure in¬ 
formation therefrom in order to be able to comply 
with the order of the court to make their report 
within 15 days. | 

May 25, 1931, upon learning that the Mayflower 

I 

Hotel Company owns all of the stock of the Oper¬ 
ating Corporation, the Mayflower Hotels Corporation 
of America, the receivers reported to the Honorable 
Justice Luhring that it was necessary, to copiply 
with the order under which receivers’ appointment 
was made, to have access to the books of the Oper¬ 
ating Corporation. (See R., affidavit of Thomas P. 
Littlepage, Receiver.) Whereupon the Honorable 

I 

Justice Luhring issued a supplementary order gijving 

I 

I 

i 

i 

i 

i 

l 
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receivers access to the books, records and documents 
of the Mayflower Hotels Corporation of America. 
(See R., Supplemental Order.) 

June 1, receivers filed with the Honorable Justice 
Luhring their first and preliminary report (which is 
set forth in the appendix to this brief, marked “Ap¬ 
pendix D’\) 

SUMMARY OF ARGUMENT. 

Under the proper interpretation of Title 18, Sec. 
26, in the light of Rule V Subdivision 3, of the rules 
of this Court, this appeal has not been properly taken 
because appellant has not exhausted his remedy in 
the court below, by giving the trial court an oppor¬ 
tunity to correct the error, if any. The motion to 
dismiss the appeal should therefore be granted. 

The Court below exei'cised sound discretion in 
making an ex parte appointment of receivers to take 
possession of the mortgaged property. It is funda¬ 
mental that a Court of Equity is not only justified 
but in the words of a widely quoted comment of the 
Court could not have 

“rightly refused the prayer of the plaintiff for 
the preliminary orders looking toward the safe 
custody and preservation of the property in dis¬ 
pute” 

when the bill in which such prayer is made, as was 
done here; charges adverse interests on the part of 
the trustee responsible for protecting the bondholders; 
charges that books, papers, records, cash and ac¬ 
counts receivable are all in the control of this trus¬ 
tee or his agents or employees; charges that cash 
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rightfully due the bondholders for delinquent taxes on 
the property and interest on their bonds is about to 
be disbursed on “fake” claims set up by other sub¬ 
sidiary corporations controlled by the trustee and 
members of his family; and charges particularly an 
audacious scheme of pretended reorganization an¬ 
nounced by such trustee—so bold and fraudulent as to 
provide that if any bondholder does not come in and 
be a party to it within thirty days his interest will 
be “frozen out”; charges that the very mortgage 
indenture under which the bondholder invested his 
money guaranteed that a receiver could be appointed 
ex parte, notice therefor being expressly waived, if 
any of three things happened to wit, (a)—5 days after 
the sinking fund requirements were not met; j(b)—20 
days after interest became delinquent; (c)—30 days 
after taxes were not paid; and charges that all three 
of these causes for foreclosure and ex parte ap¬ 
pointment of receiver had happened. 

With the allegations of the bill setting upf fraud, 
wastage of assets, adverse interest and intent to 
further defraud on the part of the trustee, it was 
not necessary for the bondholders to notify the trus¬ 
tee of their intention to apply for a receiver and ask 
him to make the application for them since equity 
never demands an idle act. 

Only when there appears clearly an abuse of power 
on the part of the trial court will an appellate court 
reverse his order made in the exercise of discretion 
inherent in courts of equity. The mere fact that the 
reviewing judges might have acted differently is not 
sufficient. No abuse of discretion can be shown here. 


) 


i 


I 
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L 

DOES THIS COURT HAVE JURISDICTION TO 
ENTERTAIN AN APPEAL FROM AN EX PARTE 
ORDER APPOINTING A RECEIVER UNTIL 
AFTER HEARING ON MOTION TO VACATE 
HAS BEEN HAD BEFORE THE TRIAL COURT 
OR JUSTICE? 

Appellees in this case filed a motion to dismiss this 
appeal. 

That motion is based upon what we believe to be 
the proper interpretation of Title 18, Sec. 26, of the 
Code of the District of Columbia, in the light of 
Rule V, subdivision 3 of the Revised Rules of the 
Court of Appeals of the District of Columbia. 

The section of the Code which states that “appeals 
shall also be allowed to said Court of Appeals from 
all interlocutory orders * * * such as orders for 

the appointment of receivers” does, on its face, look 
as if the appeal would lie from the ex parte order 
which puts these receivers in possession of the prop- 
ertv. 

However, the appointment of a receiver upon ex 
parte application is the discharge of a function that is 
inherent in any court of equity. If, when he reads 
the allegations of the hill in a suit to foreclose a 
mortgage (as in this case), those allegations lead him 
to believe, in the exercise of his sound judicial dis¬ 
cretion, that it is necessary to extend his arm imme¬ 
diately into ithe property of the defendants; and to 
hold it intact from what he believes may be improper 
handling of [ it, or interference with it, he has that 
inherent right. In this case, he exercised that inher¬ 
ent right. (As is more fully developed in Argument 
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i 

i 

j 

i 

j 

i 


II, infra.) Such an ex parte order by him is not, 
however, within the meaning of the Code section 
above tiie “order appointing a receiver.” On the 
contrary, it is but a precautionary preliminary mea¬ 
sure which a court of equity takes only in extreme 
cases. The order appointing the receiver ex parte 

becomes in the eyes of the law appealable when, and 

: 

only when, the aggrieved party has called ! to the 
court of equity, facts upon which he relies to show 
that the exercise of the court’s discretion in putting 
his receiver in immediate possession of the property 
was in reality an abuse of discretion, or unwarranted 
in law, or unjustified by the allegations on the face 
of the bill, or unfair in view of other facts and cir¬ 
cumstances which the defendant may show- which arc 

I 

not set up in the bill upon winch the Court acted. 

Until after he has urged whatever reasons }ie may 
have to show that the receiver should not have been 

I 

appointed, he waives objection to the trial court’s 
action. lie must make timely protest to the court 
which exercised the discretion to which he objects. 
This, appellant has utterly failed to do. In other 
words, until the aggrieved defendant appeals for re¬ 
lief to the justice or court out of which the extra¬ 
ordinary writ issued, he has not brought himself with¬ 
in the fair intent of the statute which allows appeals 
from interlocutory orders. He has not exhausted his 
remedies in the court below, and, consequently; from 
the mandate of this court’s rules,— 

“in no case will this court decide any po;int or 
question that was not fairly presented fori deci¬ 
sion by the court below.” j 
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A long line of cases have applied the above rule. 
See particularly Simmons Hardivare Co. v. So. Ry. 
Co., 279 Fed. 929, 934; where the court said: 

“To justify an appellate court to consider al¬ 
leged errors, the judge’s attention should be 
called to it in order that he may be given an 
opportunity to correct them; fairness to the 
court requires it.”— 

See United Mine Workers of America v. Coronado 
Coal Company, 258 Fed. 829, 834, and Ponder r. 
Jerome Hill Cotton Co., 100 Fed. 368, 373. See, also, 
Crandall v. Lynch, 20 App. D. C. 73, 84. See, also, 
6 Cyc. of Federal Procedure, p. 580, where the rule 
is stated thus: 

“Not only is review restricted to the judgment 
below made, but it is further restricted to such 
questions and issues as were made and consid¬ 
ered below and there decided, because the trial 
court cannot be guiltv of anv error in a rule it 
has never made upon an issue to ivhich its atten¬ 
tion has never been called. ,, 

The most recent case from this very court apply¬ 
ing the above doctrine is Mearns v. Sullivan, 262 Fed. 
633, where this court said: 

“Section 7 of the Act of Congress of February 
9, 1893 (27 Stat. 434; Code D. C. 226), conferring 
jurisdiction upon this court, among other things, 
provides: ‘Appeals shall also be allowed to said 
Court of Appeals from all interlocutory orders 
of the Supreme Court of the District of Colum¬ 
bia, or by any justice thereof, whereby the pos¬ 
session of property is changed or affected, such 
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as orders for the appointment of receivers, 
granting injunctions, dissolving writs of attach¬ 
ment, and the like; and also from any other 
interlocutory order, in the discretion of the said 
court of appeals, whenever it is made to appear 
to said court upon petition that it will tj>e in the 
interest of justice to allow such appeal.’ 

“This appeal is not from the order appointing 
the receivers, hut from an order made in the 
course of the receivership proceedings. While it 
is true that appellant, Mearns, had no notice of or 
opportunity to answer the petition asking for the. 
appointment of receivers, and therefore no oppor¬ 
tunity to appeal directly from that order, his 
proper course, if he objected, teas to have filed a 
petition seeking its revocation, and, if the court 
had denied the petition, he could then have ap¬ 
pealed from that, order. 

“But that is not what was done. Mearns, in¬ 
stead of making timely objection, defended in the 
receivership proceeding, until the order com¬ 
plained of was entered. The order in which ‘the 
possession of property is changed or ajffected’ 
is not the order appealed from, hut the original 
order for the appointment of receivers.! That 
order directed the receivers— I 

‘to take over and hold pendente lite, dr until 
the further order of the court, that part pr por¬ 
tion claimed by the plaintiff, as averred| in the 
bill of complaint herein, all the profits heretofore 
and hereafter derived from the certain contracts 
referred to in said bill.’ ! 

“(2) The order here appealed from is merely a 
supplemental order directing Mearns to tuhi over 
a certain specific amount of the money fohnd bv 
the court in the original order to belong! to the 
corporation, and which, in the order of appoint¬ 
ment, the receivers were directed to take over 
and hold pending the equity litigation. It is, in 
effect, i<n so far as it goes, a repetition |of the 
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original order. It is not, therefore, a final order, 
or such an interlocutory order as is contemplated 
by the statute conferring general appellate juris¬ 
diction upon this court.” (Italics ours.) 

A great many cases have arisen in the various Fed¬ 
eral Courts clearly establishing the rule that appeal 
does not lie until the aggrieved party has objected 
and been heard by the trial court which appointed the 
receiver, on a motion to revoke the order and, failing 
in that, the case can then be appealed on the whole 
record, namely: the bill, and the court’s ex parte 
order, the objections to it, with reasons urged either 
by affidavit or testimony, and the court’s interlocu¬ 
tory order continuing the receivers. 

There is an early case, Joseph Dry Goods Co. v. 
Hecht. 120 Fed. 760. which is frequently loosely cited 
as deciding that appeal will lie directly from the ex 
parte appointment of a receiver. But a study of that 
case reveals that defendants did apply to dissolve the 
order. The order was made appointing the receiver 
October 22. On October 24, in response to an order 
to show cause why a permanent receiver should not 
be appointed, defendant’s attorneys appeared, but 
plaintiff's attorneys wrote a letter to the judge stat¬ 
ing that other professional engagements prevented 
their presence and setting forth their grounds of ob¬ 
jection to the revocation of the order appointing the 
receiver. The judge listened to defendant’s counsel, 
considered the letter of plaintiff’s counsel, and en¬ 
tered an order denying the application to dissolve the 
ex parte order, but the court did modify the order 
in certain respects. From this defendants appealed 
and the Court of Appeals stated: 
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“In this case, after the court’s ex paij-te order 
was made appointing the receiver, the defendant 
appeared and by petition sought to have the court 
vacate the order. The plaintiff resisted this 
motion by filing written objections to such action. 
The court refused to vacate, though it ^modified 
the order. The appeal is taken from botlji orders, 
the ex parte order appointing the receiver and 
the order refusing to vacate the appointment. 
Considering both motions, there has been! a hear¬ 
ing of both parties. Both were heard,! in fact, 
on the last motion.” j 

A case exactly in point comes from the | Circuit 
Court of Appeals for the Ninth Circuit, Pacific North¬ 
west Packing Co. v. Allen, 109 Fed. Reporter; p. 515. 

September 8, the District Judge, upon reading the 
bill to foreclose certain mortgages on leased premises, 
upon motion, appointed MeGraw receiver j without 
notice. The receiver was directed to take possession 

I 

of the property forthwith. The same day he qualified, 
filed his bond, and took over the property. October 
15, plaintiff Pacific Northwest Packing Company 
moved the court to set aside the order appointing the 
receiver. October 25, the court recited that upon the 
affidavits of evidence submitted at the hearing, the 
order appointing the receiver was confirmed, and 
directed that he be continued as receiver of jail the 
mortgaged property. The court denied the motion to 
vacate and set aside his ex parte order of Sjeptem- 
ber 8. Appeal was taken from the court’s order of 
October 25. A motion was made to dismiss t|he ap¬ 
peal on the ground that the appeal should havje been 
taken from the original order (or ex parte order of 
September 8) appointing the receiver. The Circuit 
Court of Appeals for the Ninth Circuit denied the 
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motion to dismiss the appeal, but upheld the lower 
court’s discretion in appointing the receiver ex parte 
and refusing to vacate the ex parte order. The court 
said, p. 516: 

“It is true, that order was not the order by 
which the receiver was originally appointed, but 
it was the first order made upon a hearing con¬ 
cerning the question of such appointment. The 
former order icas ex parte. It was made without 
a hearing. In order to a hearing, it was neces¬ 
sary to give the defendant notice, and the oppor¬ 
tunity to appear and contest the application. This 
was not done until the hearing of October 25th, 
which was had upon the motion to vacate the 
appointment. Then, for the first time, the court 
heard the objection of the defendant to the ap J 
point ment of a receiver, and then, for the first 
time upon a hearing, adjudicated the question of 
the propriety of such appointment. By the 
amendment of June 6. 1900, it was intended to 
create the right of appeal from every order ap¬ 
pointing a receiver upon a hearing. It was not 
intended to make appealable an appointment ex 
parte. The act secures a substantial right—the 
right of appeal—to every defendant whose prop¬ 
erty is taken from his possession by a receiver¬ 
ship, but it requires that the judgment of the 
court appointing the receiver shall first be had 
upon a hearing concerning the necessity of such 
appointment. The act must be given a fair con¬ 
struction, to conserve the purposes intended to be 
secured by it. For the purposes of the present 
appeal, we hold that the order confirming the ap¬ 
pointment of the receiver upon the hearing was 
an order appointing the receiver. It stands as if 
no other order had preceded it. To rule other¬ 
wise would be to hold that there is no appeal from 
the action of the court in taking from the posses- 
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sion of the defendant his property through a re¬ 
ceiver, in case the order appointing the receiver 
was first obtained ex parte. Such a construction 
would defeat the purpose of the act. The 'evident 
intention of the act was to give to the circuit court 
of appeals the right, to review the action of a cir¬ 
cuit or district court in an equitable proceeding, 
in taking from defendant by an interlocutory or¬ 
der the possession of his property through a re¬ 
ceiver, but at the same time to require, as\ a pre¬ 
requisite to such appeal, that the question, of the 
propriety and necessity of the appointment of a 
receiver should be first adjudicated upon a hear¬ 
ing in the court which made the same. In other 
words, the intention was to create the right of 
one appeal from every order appointing! a re¬ 
ceiver where there had been a hearing. Jin this 
view of the statute, it is not necessary tliiat the 
original appointment and the hearing be Coinci¬ 
dent in time. The substance of the right con¬ 
ferred was the right to appeal from the decision 
of the court upon such a hearing.” (Italics 
ours.) 


II. i, 

THE LOWER COURT HAD AMPLE GROUNDS 
TO DIRECT THE RECEIVERS TO TAKE 
CHARGE OF THE HOLDING COMPANY’S 
RECORDS AND PROPERTY. ! 

I 

j 

(a) From the fraud alleged in the bill, and jeopardy 

to plaintiffs’ interest. j 

I 

The court appointed his receivers for the Mayflower 
Hotel Company only. It will be observed thai the 
Mayflower Hotel Company is the Holding Company. 
It issued the bonds. It does not operate the hotel. 
As shown by the bill of complaint, the hotel is leased 


t 
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to the defendant Mayflower Hotels Corporation of 
America. The appointment of receivers for the de¬ 
fendant Mayflower Hotel Company did not, therefore, 
interfere icith the running of the hotel. It had, and 
still has, nothing to do with the hiring, firing, or di¬ 
recting of maids, waiters, assistant managers, or 
managers. The appointment of these receivers means 
only that the books, papers, records, documents, and 
cash of the Holding Company will be kept intact, 
studied to determine collectible claims due the bond¬ 
holders which can be used for the preservation of the 
property, and impound and conserve the property 
and the books and records from “accident” or other 
loss. No possible loss or prejudice can be occasioned 
the appellants by such appointment. Whereas, the 
loss of the books, papers, records, documents, and 
cash would occasion irreparable loss to the owners 
of the second mortgage bonds. In the brief time the 
receivers have been in possession (eight days), they 
have already discovered at least one collectible item 
of $435,000 (see page 120 Appendix D), which is 
sufficient to pay all the outstanding interest, and 
sinking fund requirements. 

The trial judges who studied this bill of complaint 
saw in it the clear allegations of fraud on the part 
of the trustee, who should have acted for the bond¬ 
holders; and saw in it the danger of his, or his 
agents, making away with books, papers, and rec¬ 
ords, and, because of such fraud, the court saw the 
danger of irreparable loss to helpless and scattered 
bondholders, unless the court interfered in their be¬ 
half; the court recognized the immediate jeopardy 
to bondholders in the proposed reorganization scheme 
which was to be put through within thirty days. 
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From these things which he saw in the bill filed, he 
exercised a sound discretion, in extending the krm of 
the court of equity, in the person of two (rusted 
receivers, to take control of the records andj assets 
of the Company. The allegations of the bill justify 
this action. 

(1) Allegations of the bill. ; 

The analysis of the bill and reference to itjs per¬ 
tinent sections, which led the court to make an ex 
parte appointment of receivers, properly belong at 
this point: 

The Bill of Complaint has for its object twjo pur- 

I 

poses: 

(1) —The foreclosure of a $2,400,000 Second j Mort¬ 
gage Bond issue; and 

(2) —The prevention of irreparable loss in the 
execution of a “reorganization” scheme on th^ part 
of the defendants, including the trustee, Ch^s. C. 
Moore, the effect of which will be to destroy the in- 
denture rights of the second mortgage bondholders. 

Briefly the Bill alleges the following: 

1. The Mayflower Hotel and its furnishings were 
encumbered in the amount of $7,175,000, which en¬ 
cumbrances greatly exceeded the full value as jail of 
the defendants well knew. (Paragraphs 3, 4,1 5, 6, 
and 7 of Appendix “A”, pages 3 to 6.) 

2. For the purpose of defrauding the general in¬ 
vesting public and all prospective purchasers of sec¬ 
ond mortgage bonds and to enrich themselves the 
defendants “refinanced” the Hotel property bjy in¬ 
creasing its bonded indebtedness by almost $3,000,000. 
The defendants profited more than $1,625,000 in the 
deal. 


i 

i 

i 


i 

i 

i 

i 
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At the time of refinancing, 1928, the entire property 
was assessed for tax purposes in the sum of $5,232,- 
120. (Paragraphs 9, 10, 11, 12, 13 and 14, Appendix 
“A”, pages 6, 7.) 

3. The circulars used to advertise this refinancing 
scheme to float $9,900,000 of first and second mort¬ 
gage bonds are set out on page 67 of Appendix 
“A”. They making the following fraudulent repre¬ 
sentations : 

(a) —That large sums of money would from time 
to time be put into a “sinking fund” or a total of 
$4,000,000 would be thus built up by 1948 for the 
benefit of bond purchasers (when all of the defen¬ 
dants knew that the hotel had been operating at a 
tremendous loss from its opening February, 1925, to 
the date of the refinancing in 1928 (which loss it now 
appears they had recorded in their own books at sums 
which aggregate $2,000 a day loss). See Appendix D. 
page 119. 

(b) The value of the property was represented as 
being $12,600,000 upon Harry Wardman’s appraise¬ 
ment, when defendants all knew it was worth only 
half that sum. 

(c) . The bald statement was made that, since the 
opening of the hotel in 1925, it “has shown a steady 
increase in occupancy and operating profit ” when 
the defendants knew that the hotel never had pro¬ 
duced, and never could produce upon such pyramided 
financing as their $9,900,000 bond issue represented, 
enough income to take care of interest, depreciation, 
and amortization. (In addition to allegations in the 
complaint, and for further verification of these alle¬ 
gations, see statement from defendants’ own books, 
paragraph IX, Appendix D, page 114.) 
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(d) The statement was made that the proceeds 
from the sale of these bonds would be used to retire 
bonds of higher interest rate, when defendants knew 
that the whole refinancing and floating of thie bond 
issue, was just a scheme by which they could per¬ 
sonally reap a profit out of the public by over a 
million and a half dollars. 

4. The statement was made that the Mayflower 
Hotel had been leased to a corporation known as the 
Mayflower Hotels Corporation of America at a high 
enough rental to pay interest, amortization of bonds, 
and depreciation, which would have been a justifiable 
statement if the leasing corporation had been ja bona 
fide corporation, but the truth, as all of the defen¬ 
dants well knew, was that this leasing corporation, 
Mayflower Hotels Corporation of America, wash crea¬ 
ture, created for the sole purpose of makiiig this 
paper lease. It had no assets and has none; today 
and was wholly owned and managed by the I defen¬ 
dants, who were putting it out as part of the scheme 
to defraud the public. The organization of the leas¬ 
ing corporation and the representations in the; circu¬ 
lars concerning it were just for the purpose of mak¬ 
ing a “show”, so that the bonds could be sold, j 

(f) The statement was made that the Mayflower 
Hotels Corporation had paid advance rentals in the 
sum of $900,000, which was a false statement, the 
truth of which was that no money passed, ;but a 
bookkeeping entry, fictitious and fraudulent, had been 
made between the defendants for the purpose of de¬ 
ceiving and decoying purchasers of second mortgage 
bonds (paragraph 15, Appendix A, page 7). 

5. By this refinancing scheme, the defendants 
created a bonded indebtedness against each rojom in 
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the Mayflower Hotel of $9557 (see paragraph 16, 
Appendix A; page 11). Interest alone on it amounts 
to $1.80+ per day per room. 

6. For the specific purpose of covering up past 
frauds perpetrated on second mortgage bondholders 
by the above representations, through which they 
were induced to purchase bonds, and to further de¬ 
lude them, and rob them of such equity as they might 
still have, and further to hold them off from assert¬ 
ing their legal rights under the indenture (such as 
their right to appointment of receivers to take over 
the property and its income), the defendants caused 
another corporation to be organized, known as The 
Mayflower, Inc.! It was incorporated on March 21. 
1931, and four days later it impressively, but an- 
nonymously, signed a circular letter (Appendix A. 
page 86), which was sent to second mortgage bond¬ 
holders with the following specific misrepresentations 
and concealments: 

7. This plan of reorganization as set forth in Ap¬ 
pendix “A”, page 94, was a scheme to defraud the 
second mortgage bondholders, putting their interests 
into immediate jeopardy. First, the letter circulariz¬ 
ing the scheme was signed by an anonymous corpora¬ 
tion, entitled The Mayflower, Inc. It named no re¬ 
sponsible people to whom the bondholders might ap¬ 
peal or in whom they might repose personal confi¬ 
dence. It proposed a high sounding scheme of sub¬ 
stitution of “new bonds” of “new company” for 
the bonds of “old company” (meaning the Mayflower 
Hotel Company, Appellant herein). It asked the 
bondholders to abandon their trust indenture, which 
contains many provisions for their protection, name¬ 
ly, the very provisions under which they applied for 
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this receivership (described above on paragraph II 
and set out in Appendix “A”, page 40. ) ij’his new 
indenture was to be written by the ‘‘new company.” 
It proposed that many nameless liens to be incurred 
by The Mayflower, Inc., should come in ahead of the 
lien of the bondholders. j 

Mayflower, Inc., pretended to represent $1^,000,000 
worth of the principal stockholders of the Corpora¬ 
tion that now owns the property (which meians the 
appellant), and yet it failed to show how any stock¬ 
holders could possibly have such an investment as 
$3,000,000, or have an equity of even a dollar, in 
property already so overloaded by defendants with 
financing charges. And it failed to state how sec- 

I 

ond mortgage bondholders could be “protected” by 
an organization controlled by and organized for and 
representing stockholders, and particularly why the 
bondholders were asked to “readjust” their Contrac¬ 
tual relationship with the property, and abandon the 
provisions of their trust indenture, and thus fake a 
definite loss to themselves, with no money advanced 
by the stockholders themselves. It was plain that the 
stockholders were the Moores and the other defen¬ 
dants, and that the Mayflower, Inc., letter was just 
another “circular” to bait the public, like fhej circu¬ 
lars selling $9,900,000 bonds on property worth, on 
defendants own books, only $7,000,000 on padded 
“appraisements.” This Mayflower, Inc., letterjwas a 
continuance of that fraud, and sent out in an at- 
tempt to cover up the prior frauds. The scheme 
of the Mayflower, Inc., thus proposed to Widely- 
scattered and financiallv defenseless bondholders, 
promised some illusive future interest, but it de¬ 
molished every present right they had. One bf the 
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most dangerous and audacious proposals was that the 

new Mayflower, Inc., was to call in and refinance the 

first mortgage bonds and that all of the cost of doing 

so should be paid out of the property as a lien prior 

to the second mortgage bondholders, when the first 

mortgage bonds will not even be due for 17 gears! It 

proposed that the bondholders should lower their rate 

of interest and that thev should waive interest dur- 

% 

ing this and possibly next year while the Mayflower, 
Inc., would be busy reorganizing and refinancing even 
the first mortgage bonds. It further provided that 
the hotel would be continued to be managed by the 
“same personnel” under some kind of a new “man¬ 
agement contract,” utterly disregarding the fact, 
which had been used as a “bait” to get the public to 
buy bonds, that the leasing corporation had a lease 
running for 25 years. There was no explanation of 

whv the monevs due under that lease should not be 

•* * 

collected, or an effort made to do so. 

But the provision of the scheme of The Mayflow¬ 
er, Inc., that caused immediate jeopardy, demanding 
the intervention of a court of equity, was the threat 
the letter contained to the effect that any bondholders 
who did not accept the proposal within So days would 
be “frozen out.'’ This time was up when the bill was 
filed. The court alone could save the rights of these 
plaintiff bondholders and all others in like situation. 

8. It is the intent of the defendants to operate the 
hotel at the sole risk of the second mortgage bond- 
holders, and the “reorganization” plan is submitted 
to the second mortgage bondholders in such manner 
that if they do not consent to the plan of reorgani¬ 
zation they will lose all of their rights (paragraph 20, 
Appendix A, page 21). 
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9. If the Mayflower Hotels Corporation of Ameri¬ 

ca (which company it was represented in thb original 
bond circulars was going to pay a rental sufficient to 
meet the bond obligations) had met its obligations, 
there would be no occasion for the attempted “reor¬ 
ganization” in deprivation of the rights of the sec¬ 
ond mortgage bondholders. (Paragraph 21, ^.ppendix 
A, page 22). j 

10. The owners of the second mortgage bonds are 
scattered throughout the United States and to pre¬ 
vent them from communicating with each other, and, 
as part of the conspiracy to defraud them, tljie defen- 
dants have refused to furnish the names |and ad¬ 
dresses of such persons so they could be cjommuni- 
cated with, and so they could communicate with 
each other. It is therefore impossible for the bond¬ 
holders to get together and formulate a plan ifor their 
mutual benefit and protection, and only by the inter¬ 
position of the aid of a court of equity canj this at¬ 
tempted fraud be avoided. (Paragraphs 22land 23, 
Appendix A, pages 22-3. See also page 126 Appendix 
»•) 

11. The individual trustee of the second mortgage 
bond issue is Charles C. Moore. Charles Cl Moore 
was one of the originators of the fraudulent! scheme 
of refinancing the hotel. His interest is whbllv ad- 
verse to the second mortgage bondholders. 

The various defendant corporations are interlock¬ 
ing, and the Moore family have practically all of the 
stock of the interlocking corporations. It is neces¬ 
sary to appoint a receiver and particularly jto have 
such receiver take immediate possession of! books, 
records and documents, so that an immediate suit mav 
be brought for an accounting, and to compel! the re- 
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turn from all of the defendants (other than May¬ 
flower Hotel Company) of more than $3,000,000 un¬ 
lawfully and improperly filched from the Mayflower 
Hotel Company by fake bookkeeping entries between 
these various “defendant Moores corporations.” The 
defendants are well aware of this. They are deter¬ 
mined to put the fraudulent reorganization scheme 
into execution. They are determined to prevent an 
accounting, and defendants will destroy, secrete and 
otherwise dispose of the books, records and docu¬ 
ments unless there is an ex parte receiver appointed 
so that the books, records and documents may bo 
taken to prevent such “loss.” Tt is also necessary 
to prevent the defendants from secreting and squan¬ 
dering more than $200,000 in cash owned, owed to, 
or in possession of the Mayflower Hotel Company 
(paragraph 23a, Appendix A, page 24). 

12. Paragraphs 24, et seq., of the bill, contain the 
necessary allegations of a suit to foreclose the sec¬ 
ond mortgage bond issue by reason of default in the 
following (1)—Payment of taxes; (2)—Failure to pay 
interest; (3)—Failure to make deposit in the sink¬ 
ing fund on account of interest and principal as 
provided in the trust indenture. 

13. Article 9 of the trust indenture gives a right of 
entry and the right In fake actual possession of the 
mortgaged premises for any condition broken. 

14. Section 3 of Article 10 provides that the bond¬ 
holders who have $10,000 or more of bonds may bring 
suit for the enforcement of the bonds in the event 
that the trustee fails to take action. 

15. Because of the adverse interests of the trustee, 
Charles C. Moore, and his fraudulent acts and his 
conspiracy with the subordinate lien holders, the 
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stockholders of the corporation, and his antagonistic 
and adverse interests to the second mortgage bond¬ 
holders, his rights, under the deed of trust hqve been 
forfeited, terminated, and nullified, and therefore it is 
futile and unnecessary to make a demand fof him to 
act for the plaintiffs, and as plaintiffs are j holders 
of more than $10,000 of said bonds and past-jiue and 
unpaid interest coupons, the mortgagor haying de¬ 
faulted as to all of the conditions, and the defaults 
having continued for more than thirty days prior to 
the commencement of the suit, have declared the 
whole amount of the said second mortgage bond issue 
to be due and payable forthwith, and are filing this 
bill for the foreclosure of said trust deed or mortgage 
for the benefit of themselves and of each and every 
owner and holder of any other bond or bonds and 
past-due coupons of said issue, similarly situated. 
(Appendix A, page 48.) 

16. The defendants Moore are stockholders jand/or 
officers of the defendant American Bond andj Mort¬ 
gage Company, the defendant American! Safe 
and Deposit Company, the defendant Mayflower Hotel 
Company, the defendant Mayflower Hotels Manage¬ 
ment Corporation, the defendant Mayflower Hotels 
Corporation of America; and consequently the Moores 
are personally interested in the business and profits 
of each and every of said defendant corporations, but 
many of these corporations are creditors of the ap¬ 
pellant and owe money, the collection of which jwould 
protect these bondholders, and by reason of the in¬ 
terest of the trustee, Charles C. Moore, and hisj fam¬ 
ily, in the corporations, he has lost all of his jrights 
and privileges and trustee under the said indenture, 
because of these interests adverse to plaintiffs and 


i 
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all others in like situation. (Appendix A, page 55.) 

17. By reason of the conspiracy and fraud being 
practiced by the said Charles C. Moore, trustee 
of said second mortgage bond issue, that the se¬ 
curity of plaintiffs’ bonds and that of the owners 
and holders of other bonds in like situation ha: 
been depreciated and icasted, and that the prop¬ 
erty is now unprotected, and that under the said in¬ 
denture sought to be foreclosed the bondholders are 
entitled to receive all rents, incomes, and profits from 
said property, but that said rents, incomes, and prof¬ 
its, by reason of said fraudulent scheme and con¬ 
spiracy, are not being used for the benefit of plaintiff's 
and all other bondholders in like situation, nor for the 
benefit of the bondholders of the first bond issue. 
(Appendix A, page 56.) 

18. By reason of the fraudulent schemes and con¬ 
spiracies against the interests of plaintiffs and all 
other owners and holders of the second mortgage 
bonds, in like situation, and his adverse interests to 
them, Charles C. Moore, as trustee under the iden- 
ture, has wholly lost all rights and privileges which 
he had or may have had under said indenture, and 
that plaintiffs, for the benefit of themselves and all 
others in like situation, have under the law, good 
right to bring this suit for foreclosure of said mort¬ 
gage indebtedness. (Appendix A, page 56.) 

19. The Indenture provides that in the event of fore¬ 
closure of the trust deed, THE COMPLAINANT 
SHALL IMMEDIATELY AND WITHOUT NOTICE 
BE ENTITLED TO THE APPOINTMENT OF A 
RECEIVER OR RECEIVERS of the mortgaged prop¬ 
erty and of the rents, issues, incomes and profits 
therefrom, with the usual powers of the receivers in 
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suck cases, and said receiver or receivers may be con¬ 
tinued in possession of said property DURING THE 
PENDENCY OF SUCH FORECLOSURE SUIT, 
and that the receiver or receivers operate the prop¬ 
erty. (Appendix A, page 58.) 

(b) Effect of an Express Provision in the Trust In¬ 
denture, When Default Occurred, for the Ap¬ 
pointment of a Receiver Upon Ex Parte\ Applica¬ 
tion. 

I 

Purchasers of Mayflower bonds as alleged above 
had the definite contractual privilege of putting a re¬ 
ceiver into the propei'ty if defaults occurred! 

In 42 Corpus Juris, 124, Section 1690, th4 general 
rule in such cases is laid down that— 

| 

“where the mortgage contains a stipulation that 
the mortgagee shall be entitled to have aireceiver 
appointed upon default, and the commencement 
of foreclosure proceedings the court will make 
such appointment upon his request therefor, if 
not as a matter of course, still upon any jshowing 
of equitable grounds therefor. ” 

I 

l 

i 

Supporting the above rule, among a great mass of 
authority from Iowa, New York, Illinois, aiid other 
States, there is cited the early Federal case oi Warner 
v. Rising Fau n Iron Company, 29 Fed. Cas., Case No. 
17188, where Circuit Judge Woods, upon an applica¬ 
tion to “discontinue the injunction and to discharge 
the receiver and restore the possession of the trust 
property * * *” the court pointed out that the inden¬ 
ture itself provided that if there was a default in the 
payment of interest coupons for the period of six 
months after they fell due, the trustees might, upon 
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request of any holders of bonds, take possession of 
the mortgage property and where, as in this case, the 
trustees had failed to retake the property there was 
sufficient grounds for the appointment of the receiver. 
In upholding the continuance of the receiver and the 
injunction, the court stated: 

“The right to the possession upon such default 
is as clearly conferred by the trust deed as the 
right to payment of the principal and interest on 
the bonds.” 

In this case it is shown that the trust indenture 
supporting the second mortgage Mayflower bonds pro¬ 
vided for the taking over of the property by a re¬ 
ceiver upon three kinds of defaults lasting for three 
separate periods of time: 

A. For failure to make payments to the sinking 
fund, a receiver might be appointed on ex 
parte application after five days. 

B. For failure to pay interest to the bond hold¬ 
ers, a receiver might be appointed on ex parte 
application after twenty days. 

C. For any other default (such as failure to pay 
taxes!), a receiver might be appointed on ex 
parte application after thirty days. 

All Hirer of the above kinds of defaults arc shown 
in the Bill of Complaint: Default in the sinking fund 
since December 31, 1930; failure to pay interest to 
bond holders since April 1, 1931; delinquent taxes 
since March 31, 1931. 

The case of Hubbell v. Avenue Investment Co., 66 
X. \V. 85 (Iowa) was an action to foreclose a 
mortgage on real estate where the mortgage con- 
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tained a clause that in case of foreclosure it is 
agreed that on the filing of the petition for fore¬ 
closure a receiver shall take charge of the moijtgaged 
premises at once, and shall hold possession 1 of the 
same until the debt is fully paid. Upon the filing of 
the petition, a receiver was requested and appointed. 
The court held that, irrespective of the provision in 
the mortgage, it would have been possible to ajppoint 
a receiver in a mortgage foreclosure, but iin dis¬ 
cussing the matter stated: I 


“* * * and it seems to us equally clear that 
the parties could, by contract when the property 
was pledged to security, settle the conditions on 
which it should be preserved and applied.j The 
parties in making the contract seem to have been 
in some doubt, as the sufficiency of the property 
as security, as to provide that in a proceeding to 
foreclose and to be commenced, a receiver sihould 
take the rents and profits and apply then}, and 
otherwise preserve the property, under the direc¬ 
tion of the court. We see nothing in such a con¬ 
tract that is unconscionable or against public 
policy; nor do we see why it should not lie en¬ 
forced as the parties intended.” (p. 8G) 

j 

(c) In case of fraud, bondholders may disregard 
trustee and sue for all similarly situated. ! 

i 

The rule in such cases is clearly enunciated in 19 
K. 0. L., Section 321, as follows: j 


While a mortgagee who is trustee, holding! title 
to the security for all the bondholders as bene¬ 
ficiaries, is ordinarily the proper party to insti¬ 
tute foreclosure proceedings, in case of unrea¬ 
sonable neglect or incompetency, or a refusal to 
discharge his duty, any bondholder may bring 
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an action to enforce the security for the common 
benefit. However, if the holders of bonds and 
coupons have the right to institute proceedings 
for the foreclosure without calling on the trustee 
to act, a single bondholder who brings suit must 
act for all who stand in a similar position, and 
not only permit others to intervene, but see that 
their rights are protected in the final decree. 

In Henderson v. Reynolds, 1(38 hid. 522, 81 X. E. 
494, 11 Ann. Cas. 977, 11 L. R. A. (X. S.) 960, while 
the court held that the appointment of the receiver 
was improper because the facts therein failed to 
justify the appointment, it nevertheless reaffirmed the 
doctrine that an ex parte appointment of a receiver 
may be important to the protection of the rights of 
a plaintiff, especially 

“* * * when some emergency is shown * * *; 
or when notice itself will jeopardize the delivery 
of the property.” 

(c) Equity never requires a useless act. 

In the instant case the trustee would he I he 
proper party to institute these foreclosure pro¬ 
ceedings but the sworn allegations of the Bill 
clearly show negligence, fraud and inconipotency 
and refusal to discharge his duty in preserving 
the interest of the second mortgage bond holders 
prior to that of the preferred stockholders (he 
is treasurer of the Mayflower Hotel Company 
and as trustee he would hare to act against the 
corporation whose treasurer and director he is. 
Xo man can serve two masters). Under such cir¬ 
cumstances it is proper for the bond holders to 
bring an action to enforce, their security for their 
common benefit. 
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(d) Duty of court to appoint receivers ex parte in 

emergencies. 

In the leading case of Anderson v. llultb&g , 117 
Ill. App. 242, the court when referring to the fact 
that a Judge in equity may exercise a sound dis¬ 
cretion bv appointing a receiver ex parte, stated (p. 
243): | 

“By the operation of the injunctions ajad the 
receivership nothing more than a temporary in¬ 
convenience to anv defendant can be reasonably 

* • 

expected to result if the outcome of the lull final 
investigation of the cause should be in hisjor her 
favor. In the meantime, such injunctions and 
receivership is to preserve the property ifi statu 
quo, and accumulate its income in the fund for 
the benefit of whomever it shall be finally ad¬ 
judged entitled to them. In view of the j sworn 
allegations of the bill and the state of the! whole 
litigation, this seems a desirable result *j * 

j 

In the ease of Hurt v. Hurt, 47 Southern 2G0 
(Ala.), the court appointed a receiver without j notice 
on a showing which made it, appear that an executor 
was insolvent; had given no security; had nnjde no 
inventory of the assets of the estate and hajl con¬ 
verted the assets to his own use. 

The mortgage indenture provides that upon any 
default the rents, issues and profits shall not j go to 
the Mayflower Hotel Company, but shall go to the 
owners of said second mortgage bonds. 

In the instant case by sworn complaint it clearly 
appears that the property held by the defendant cor¬ 
poration is insufficient to meet the second mortgage 
obligation, and that a receiver is necessary to insure 
that cash on hand and accounts receivable go to the 
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payment of taxes and preservation of the property, 
rather than: being diverted to the payment of alleged 
or real claims set up by the Moores through one of 
their wholly owned corporations, operating, man¬ 
aging, leasing, or otherwise sucking cash from the 
property. 

In a similar situation revealed in the case of 
Albritton v. Lott-Blackshere Commission Co. (Ala.) 
52 Southern 553, action was brought to foreclose a 
mortgage and the complaint alleged that the mort¬ 
gagor was insolvent, the property insufficient to pay 
the mortgage debt and the rents were in danger of 
being wholly lost. On ex parte application t<Jie court 
appointed a receiver. When this was challenged the 
reviewing court sustained appointment of the re¬ 
ceiver as a matter of sound judicial discretion, stat¬ 
ing: 


“It is true that it is stated in some of the cases 
cited and in others that there must be a rea¬ 
sonable probability of the complainants final suc¬ 
cess in order to justify the appointment of a 
receiver. In the present case the facts are stated 
clearlv—the insolvenev, the insufficiencv of the 
property, the circumstances that indicate that it 
is necessary to have the receiver, in order to pre¬ 
serve the rents of 1910. 
******** 

“It is better for all parties that the property 
be in the hands of an officer of the court and on 
the whole it appears that the chancellor, in the 
exercise of a wise discretion, properly appointed 
the receiver.” 

Probable cause will support the court’s discretion 
in appointing receivers’ pendente lite. 
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See Clark vs. The Walter T. Bradley Coal 
Lime and Cement Co., 6 App. D. Cl 437. 


I 

ABUSE OF DISCRETION MUST BE CLEARLY 
ESTABLISHED TO OVERRULE A TRIAL 
COURT’S ORDER APPOINTING RECEIV¬ 
ERS TO IMPOUND RECORDS AND PRE¬ 
SERVE PROPERTY. 

I 

On this point, the U. S. Supreme Court I has uni¬ 
formly held that the appointment, removal, | and dis¬ 
charge of receivers are matters that rest in the sound 
discretion of the trial court, with which the Court of 
Appeals will interfere only if it can be shown that the 
action is:— 

! 

A clear abuse of discretion. 

j 

The Supreme Court of the United States considered 
this question in Milwaukee and M. R. Co. v.\Soutter, 
145 U. S. 540, in 1864, where, in the foreclosure of 
second mortgage bonds a receiver was appointed. A 
motion was made in the District Court to discharge 
the receiver. Upon hearing, the motion was denied. 
Appeal was taken to the Supreme Court, which was 
denied, the Supreme Court commenting as follows: 

“The order, in effect, refusing to remove a 
receiver and to appoint another rests in the sound 
discretion of the Court.” 

I 

In Stuart v. Boulware, 133 U. S. 78, the Supreme 
Court of the United States had a question before it 
similar to that in this case. The facts in the Stuart 
Case were that Boulware was appointed receiver of 
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"White Sulphur Springs Company. He gave bond 
and made eertain disbursements for attorneys’ fees, 
which later the trial court approved. Appeal was 
taken from the trial court’s order fixing compensa¬ 
tion. The Supreme Court of the United States (Mr. 
Chief JusticeiFuller delivering the opinion) said: 

“The receiver is an officer of the court and 
subject to its directions and orders. * ” * Like all 
questions of costs in courts of equity, allowances 
of this kind are largely discretionary, and the 
action of the court below is treated as presump¬ 
tively correct. * * * It would be going very far to 
hold the action of the Supreme Court to have 
been an abuse of discretion.” (Italics ours) 

One of the earliest cases establishing clearly this 
doctrine is Clarke v. The Walter T. Bradley Coal , 
Lime and Cement Co., 6 App. D. C. 437. The case 
was one where receivers were appointed in pursuance 
of a bill in equity in the nature of a creditors’ bill. 
Fraud was alleged in the bill in connection with the 
conveyance of the real estate involved. Appeal was 
taken from the order of the Supreme Court of the 
District of Columbia appointing the receivers. 

“The appointment of a receiver pending a suit 
is a purely conservative measure, very different 
in its effect from such an appointment upon final 
hearing. * * * the purpose of the appointment of 
a receiver pending a suit is merely to preserve a 
fund which is in danger of being lost or wasted, 
for the benefit of the persons to whom it may be 
ultimately adjudged to belong. Greater discre¬ 
tion, therefore, is allowed to the court in the one 
case than in the other. We may say that probable 
cause would be sufficient ground for the appoint- 
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ment of a receiver during a suit, while satisfac¬ 
tory proof of right would be required jto justify 
such an appointment upon final hearing. It is a 
consequence of this greater discretion that is re¬ 
posed in the justice holding the court i of equity 
with reference to the interlocutory piroceeding 
as distinguished from the final adjudication, that, 
under the ordinary rules of procedure, ho appeal 
is allowed from orders appointing receivers dur¬ 
ing the pendency of suits. And, while Under the 
act of Congress which created this coui*t, appeal 
is now allowed from such interlocutory orders, 
we do not understand that this right of appeal 
modifies in any manner the discretionary power 
of the justice holding the equity court to pass 
such orders upon probable cause and prima facie 
proof of right in a complainant. Nor clo ice un¬ 
derstand that our jurisdiction on appeal is less 
discretionary, or that ice should not indulge all 
possible presumption in favor of the propriety of 
the action of the court below in the order which it 
makes. Indeed, ice think that it should] be made 
very clear and manifest to us that there is impro¬ 
priety in that order before ice attempt to inter¬ 
fere with the discretion that must continue to be 
vested in the court of equity.” (Italicslours) 

j 

I 

With respect to the weight the Court of! Appeals 
should give to allegations of fraud in the Bill, the 
Court said: 

I 

“* * * 2. It is next objected that it was! error in 
the court below to appoint receivers in!the face 
of the plea of the defendant, the Virginia com¬ 
pany organized by the Clarks, without sojme testi¬ 
mony to overcome that plea. Whatever might be 
the merits of this objection if made by g person 
entitled prima facie to be regarded a$ a pur¬ 
chaser for value without notice of any rights of 
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the complainant, it can have no force in the pres¬ 
ent case;! for the plea disproves itself, and the 
alleged innocent purchaser is a fictitious con¬ 
trivance of the principal defendants to evade 
their just obligations. The Clarks are the com¬ 
pany; and it is idle to argue that the company, 
under the circumstances stated in the bill and not 
denied by the plea, could become an innocent pur¬ 
chaser for value. 

“3. It is objected, in the third place, that a 
strong case must be made out before a receiver 
will be appointed; and that no sufficient case is 
made here. As stated in the case of Blondheim 
v. Moore, 11 Md. 365, 374, the result of all the 
cases is that fraud and imminent danger must be 
proved. Fraud and imminent danger are shown 
here. It is alleged, and by the plea and demurrer 
admitted, that the Clarks are insolvent; that they 
have sought by fraudulent conveyances to put 
their property beyond the reach of their credi¬ 
tors; that they have no property subject to execu¬ 
tion at law, and that, under cloak of the company 
which they have organized to cover their fraud, 
they are wasting and making away with their 
assets. This is undoubtedly a case of fraud and 
imminent danger that justifies the appointment of 
a receiver. It may all be disproved hereafter by 
testimony; but as the case now stands on the 
pleadings, we have no hesitation in holding that 
it presents an emergency in which the extraordi¬ 
nary remedy of the appointment of a receiver is 
right and proper. * * * 

An interesting case is to be found in the appeal of 
Hovey and Dole v. McDonald and White, 109 U. S. 
150. An award of $200,000 against the United States 
was made to A. R. McDonald. Phelps, his bankrupt 
assignee, filed a bill to restrain him from collecting 
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the money, making White, a purchaser of ^ bank¬ 
rupt claim, also defendant. A preliminary injunction 
was granted. George Riggs was appointed receiver 
to hold the money until further order of; court. 
Meanwhile Hovey and Dole set up a lien for one- 
fourth of the fund belonging to McDonald and White 
as fees in collecting the judgment. 

June 28, 1875, a decree issued “that the receiver be 
directed to pay the funds to McDonald and White, 
and thereupon said receiver shall be discharged.” 

At the same time, in Phelps’ original suit, demurrer 
was sustained and the bill dismissed with costs, and 
the same direction given to the receiver, to turn the 
funds to McDonald and White. 

Appeals were entered in these cases on the day the 
decree was rendered. j 

On the 28th of June, the attorney for McDonald 

and White demanded the monev of the received. Be- 

* 

fore he could deliver the bonds, however, the at¬ 
torney for Hovey and Dole gave him verbal notice 
that an appeal had been taken and insisted that the 
appeal acted as a supersedeas of the decree. 

Thereupon the receiver and the attorneys wbnt to 
the court. The receiver asked the judge what to do. 
The judge said “Obey the decree.” At the same; timr, 

i 

Hovev and Dole’s attornev offered to furnish anv 

* * I * 

security that the court might demand on appeal. The 
receiver delivered the bonds to McDonald and \yhite. 
When the receiver filed his report, the circumstances 
were set forth, and it was found that the receiver had 
only done his duty. From that decree, appeal was 
taken. The receiver moved to dismiss the appeal. 
The Supreme Court, on these facts, stated as follows: 
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“This brings us to the question of the effect of 
the appeal as a supersedeas, or as a suspension of 
the decree thus corrected. The appeal was taken 
in time* and verbal notice that it had been taken 
and would be followed up by the proper under¬ 
taking was given to the receiver at once, before 
he had parted with the funds in his hands. At 
the same time he was served with a copy of the 
decree ordering him to deliver those funds to the 
defendants. The question is, whether, under 
these circumstances, he paid the money in his 
own wrong, notwithstanding the order of the 
court. 

******** 

“* * * The truth is, that the case is not 

governed by the ordinary rules that relate to a 
supersedeas of execution, but by those principles 
and rules which relate to chancery proceedings 
exclusively. It depends upon the effect which, 
according to the principles and usages of a court 
of equity, an appeal has upon the proceedings 
and decree of the court appealed from, and the 
doctrines which apply to a supersedeas can only 
be brought in by way of analogy. 

“In England, until the year 1772, an appeal 
from a decree or order in chancery suspended 
all proceedings; but since that time a contrary 
rule has prevailed there. * * * 

******** 

“* * * This court, in the Slaughter-House 

Cases, 10 Wall., 273 (77 U. S., XIX., 915), de¬ 
cided that an appeal from a decree granting, re¬ 
fusing dr dissolving an injunction, does not dis¬ 
turb its operative effect. Mr. Justice Clifford, 
delivering the opinion of the court, said: ‘Tt is 
quite certain that neither an injunction nor a de¬ 
cree dissolving an injunction passed in a circuit 
court is reversed or nullified by an appeal or 
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writ of error before the cause is heard j.n this 
court’; held that the same rule applies to writs 
of error from state courts in equity proceedings; 
and the decision of the court was based upon that 
view of the law. It was decided that neither a 
decree for an injunction nor a decree dissolving 
an injunction was suspended in its effect Jjy the 
writ of error, though all the requisites jfor a 
supersedeas were complied with. It was ;i of de¬ 
cided that the court below had no power, if the 
purposes of justice required it, to order 'a con¬ 
tinuance of the status quo until a decision should 
be made by the appellate court, or until that court 
should order the contrary. This power undoubt¬ 
edly exists, and should always be exercised when 
any irremediable injury may result from the 
effect of the decree as rendered; but it is a discre¬ 
tionary power.’ 7 i 

In Joseph Dry Goods Co. v. Heclit, 120 Fed. 7G0, 
the court observed: I 

i 

i 

i 

“It is not doubted that a court of equity sjtould 
appoint a receiver without notice to the defen¬ 
dant where such an emergency exists wh ich calls 
for such action. Cases occur where it is neces- 
ary to the ends of justice for the chancery to act 
at once and without notice to the defendant.” 
(Italics ours.) 

(Tuttle v. Blow, 176 Mo. 158, 75 S. W. 617, the 
decision of which appears in almost all of the selected 
case reports, to wit: In 36 Ann. Cas. 1915, c. 900^ 902; 
64 American Decisions, 483, 72 A. S. R. 35, and 98 
A. S. R. 588.) | 

This is one of the leading cases of upholding the 
court’s action in appointment of a receiver on ex 
parte application in a mortgage foreclosure. The 

I 
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property mortgage included a right to manufacture 
and sell certain trade mark articles according to a 
secret formula. Plaintiffs allege that the security 
was insufficient; that the mortgagor disputed the va¬ 
lidity of the mortgage and were using the subject 
thereof so as to dissipate and discount its income, and 
and that one of them had threatened to disclose the 
secret formula. Upon upholding the ex parte appli¬ 
cation for the appointment of a receiver, the court 
said: 

“A chancellor could not, under those circum¬ 
stances,'have rightfully refused the prayer of the 
plaintiff for the preliminary orders, looking to 
the safe custody and the preservation of the 
property in dispute. The court may, under a 
proper showing, appoint a receiver and issue an 
injunction without notice to the other side, and 
it should do so whenever it is made to appear 
that an 1 act ruinous to the plaintiff’s rights is 
contemplated and notice given to defendant will 
enable him to accomplish it before the court could 
prevent it. 

In First National Bank of San Francisco, ct al. v. 
Detroit Trust Co., et al., 248 Fed. 16. the court an¬ 
nounced the general rule (page 20): 

“Again, it is to be observed that an appellate 
court will not reverse such an order as that which 
is here appealed from unless it appears that the 
discretionary power of the court ‘has been so 
improvident!}* and improperly exercised as to 
bring its action clearly within the meaning of the 
term ‘abuse of power’. Heinze v. Butte & Bos¬ 
ton Consolidated Min. Co., 126 Fed. 1, 11, 61, C. 
C. A. 63, 73: United States Shipbuilding Co. v. 
Conklin, 126 Fed. 132, 60 C. C. A. 680; Briggs 
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v. Neal, 120 Fed. 224, 56 C. C. A. 572. We dis¬ 
cover no abuse of discretion in the casp at bar, 
and we are of the opinion that the order of the 
court below, in view of ail the facts, was j made in 
the proper exercise of the court’s discretion.” 

i 

See also Wood v. Grayson, 16 App. D. C. 174, 185, 
and Pacific Northwest Packing Co. vs. Allen, |109 Fed. 
515. | 

Finally, an analysis of the authorities discloses the 
fact that under the allegations of this Bill, to! wit: 

I 

Showing a complete control by the Mopre fam¬ 
ily and adverse interests even on the pa|t of the 
trustee himself to the interest of the bopd hold¬ 
ers; all books, papers, records and cash land ac¬ 
counts receivable in the control of such iadverse 
interests; taxes delinquent on the properly which 
subjects the property to foreclosure on the part 
of the first mortgage bond holders and ja conse¬ 
quent complete wiping out of second mortgage 
bond holders; an audacious scheme for reorgani¬ 
zation upon untruthful statements, which! scheme 
of reorganization is to be “immediately j carried 
into effect” and which would result in igreatlv 
deteriorating, if not completely destroying the 
security of the second mortgage bond holders to 
benefit the stockholders who are the Mooses, and 
the corporations they control; a showing that 
the mortgage indenture, itself provides Ifor the 
appointment of a receiver upon default ! in the 
payment of interest and default in payments 
to the sinking fund, upon ex parte application, 
notice being expressly waived:— 

I 

the appointment of a receiver and injunction is not 
only justified, but in the words of a widely quoted 


case: 
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“A chancellor could not, under those circum¬ 
stances, have rightfully refused the prayer of the 
plaintiff for the preliminary orders looking to the 
safe custody and preservation of the property in 
dispute.” 

Respectfully submitted, 

Mabel Walker Willebraxdt, 

Attorney for Appellees. 

Of Counsel: 

Willebraxdt, Horowitz axd McCloskey, 

Fred Horowitz. 


APPENDIX A. 

IN THE | 

Supreme Court of the District of Columbia 


Ernest C. Mulvey, 

North Attleboro, Massachusetts, 

John D. Colgan, 

25 Broadway, New York City, 
George R. Ellis, 

North Attleboro, Massachusetts, 
Franklin F. Noyes, 

Waterville, Maine, 
and 

G. Wallace Tibbetts, 

Corner Court and Washington Sts., 
Boston, Massachusetts, 

Plaintiffs, 

vs. 


M 


ay'flower Hotel Company, a Delaware 
Corporation; Mayflower Hotels Cor¬ 
poration of America, a Delaware Cor¬ 
poration; Mayflower Hotels Manage¬ 
ment Corporation, a Delaware Cor¬ 
poration; American Bond and Mort¬ 
gage Company, a Maine Corporation; 
American Trust and Safe Deposit 
Company, an Illinois Corporation; 
William J. Moore; Hattie K. Moore, 
the wife of William J. Moore; Harold 
A. Moore; Kenneth W. Moore; 
Kathryn K. Moore, the wife of Ken¬ 
neth W. Moore, and Charles C. 
Moore, individually, and Charles C. 
Moore, Trustee, 


> 
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In Equity 
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i 


i 


i 
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Defendants. 
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To the Supreme Court of the District of Columbia : 


Plaintiffs state as follows: 

1. Plaintiff Ernest C. Mulvey is a citizen of tlie 
United States and a resident of the State of Massa¬ 
chusetts; plaintiff John D. Colgau is a citizen of the 
United States and a resident of the State of New 


York; plaintiff George K. Ellis is a citizen of the 
United States and a resident of the State of Massa¬ 


chusetts; plaintiff Franklin F. Noyes is a citizen of 
the United States and a resident of the State of 
Maine; plaintiff C. Wallace Tibbetts is a citizen of 
the United States and a resident of the State of Mas¬ 
sachusetts. 

2. Defendant Mayflower Hotel Company is a corpor¬ 
ation organized and existing under and by virtue of 
the laws of the State of Delaware, having its principal 
office and place of business at 1127 Connecticut Ave¬ 
nue, Washington, in the District of Columbia; defend¬ 
ant Mayflower Hotels Corporation of America is a 
corporation organized and existing under and by vir¬ 
tue of the laws of the State of Delaware, having its 
principal office and place of business at 1127 Connecti¬ 
cut Avenue, Washington, in the District of Columbia; 
defendant Mayflower Hotels Management Corporation 
is a corporation organized and existing under and by 
virtue of the laws of the State of Delaware, having its 
principal office and place of business at 1127 Connecti¬ 
cut Avenue, Washington, in the District of Columbia; 
defendant The Mayflower, Inc., is a corporation organ¬ 
ized and existing under and by virtue of the laws of 
the State of Delaware, having its principal office and 
place of business at 1127 Connecticut Avenue, Wash¬ 
ington, in the District of Columbia; defendant Ameri- 


3 


Appendix A. 


can Bond and Mortgage Company is a corporation or¬ 
ganized and existing under and by virtue of the laws 
of the State of Maine, having its principal office and 
place of business in the City of Chicago, State of Illi- 
nois; defendant American Trust and Safe ’Deposit 
Company is a corporation organized and exisjting un¬ 
der and by virtue of the laws of the State of Illinois, 


with its principal place of business and homeioffice in 
the City of Chicago, State of Illinois; defendant Wil¬ 
liam J. Moore and defendant Hattie K. Moorei wife of 
William J. Moore, are each a citizen of Illinois, resid¬ 
ing in the City of Chicago, in said State; defendant 
Harold A. Moore is a citizen of Illinois, residing in the 


City of Chicago, in said State; defendant Kenneth W. 
Moore and defendant Kathryn I\. Moore, wife of Ken¬ 
neth W. Moore, are each a citizen of the State of Illi- 

_ i 

nois, residing in the City of Chicago, in said State; de¬ 
fendant Charles C. Moore is a citizen of New York, re¬ 
siding in the Borough of Manhattan, in the City 
of New York, in said State. 

3. Prior to May 28, 1928, the property hereafter de¬ 
scribed as Parcel A was encumbered bv a first mort- 

* 

gage or deed of trust dated June 15, 1922, semiring an 
issue of $4,200,000, 7 per cent, first mortgage, gold 
bonds, executed by Walker Hotel Corporation (said 
corporation being the former name of the defendant 
Mayflower Hotel Corporation), with the Chicago Title 
and Trust Company as corporate trustee and! Harold 
A. Moore as individual trustee, which mortgage or 
deed of trust was recorded in the office of the IJecorder 
of Deeds of the District of Columbia on July 22, 1922, 
and which said Parcel A was also subject to a second 
mortgage or trust deed, securing an issue of:$2,000,- 
000 second mortgage gold bonds, executed by said 
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Walker Hotel Corporation, witli the Munsey Trust 
Company as corporate trustee. 

4. Prior to said May 28, 1928, the property here¬ 
after described as Parcel B was encumbered by a first 
mortgage or trust deed dated June 15, 1925, executed 
by the Piedmont Hotel Company, a corporation, se¬ 
curing an issue of $850,000, 0)4% first mortgage 
gold bonds, with the defendant American Trust and 
Safe Deposit Company as corporate trustee and Har¬ 
old A. Moore as individual trustee, and which deed 
of trust was recorded on June 18, 1925, in the office 
of the Recorder of Deeds of the District of Columbia, 
and which said Parcel B was also encumbered by a 
second mortgage or trust deed, executed by the said 
Piedmont Hotel Company, securing an issue of $125,- 
000 second mortgage gold bonds, with the defendant 
Kenneth W. Moore as individual trustee. 

5. The property referred to in the foregoing para¬ 
graphs, 3 and 4, are described as follows: 

PARCEL A 

All that certain lot, piece or parcel of land situ¬ 
ate in the City of Washington, District of Colum¬ 
bia, United States of America, bounded and de¬ 
scribed as follows, to wit: 

Lot Eighty-eight (88) in William T. Galliher’s 
Subdivision in Square One Hundred Sixty-two 
(162), of the City of Washington, District of Co¬ 
lumbia, as shown upon a plat of subdivision made 
by William T. Galliher, and recorded on June 3, 
1920, in the office of the Surveyor of the District 
of Columbia, in Liber 62, Folio 146; 

Together with any and all buildings, improve¬ 
ments, fixtures, furniture, furnishings and fittings 
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and articles used or to be used in the operation 
of said premises, or any part thereof, and;together 
with all buildings and appurtenances now stand¬ 
ing or at any time hereafter constructed Qr placed 
upon said land or any part thereof. 

PARCEL B. I 

All that certain lot, piece or parcel of l&nd situ¬ 
ate in the City of Washington, District of Colum¬ 
bia, United States of America, bounded and de¬ 
scribed as follows, to-wit: 

Lot Ninety-one (91) in William T. Galliher’s 
Subdivision of Lots in Square One Hundred Six¬ 
ty-two (162) as per plat recorded in Liber 64, 
Folio 137 of the Records of the office of the Sur¬ 
veyor of the District of Columbia: 

Together with any and all buildings, improve¬ 
ments, fixtures, furniture, furnishings and fittings 
and articles used or to be used in the operation 
of said premises, or any part thereof, and jtogether 
with all buildings and appurtenances now stand¬ 
ing or at any time hereafter constructed or placed 
upon said land or any part thereof. 

6. The cost of the building and improvements con¬ 
structed on said Parcel A was the sum of not to ex¬ 
ceed $4,000,000; the cost of the building and improve¬ 
ments on said Parcel B was the sum of not to exceed 
$500,000; on May 28,1928, the reasonable market value 
of the buildings and improvements constructed on said 
Parcels A and B was the sum of not to exceed $4,500,- 
000; on said May 28,1928, the reasonable market value 
of the land on which the said two buildings Were con¬ 
structed, to-wit, Parcels A and B, was the sum of not 
to exceed $1,300,000; on May 28, 1928, the reasonable 
market value of the furniture, furnishings, supplies 
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and equipment contained in said Parcels A and B was 
the sum of $500,000 and no more. 

7. The encumbrances against said Mayflower Hotel 
(consisting of said Parcels A and B) prior to said May 
28, 1928, aggregated the sum of $7,175,000, which said 
encumbrances exceeded the full reasonable market 
value of the said land, buildings, furniture, furnish¬ 
ings, supplies and equipment. 

8. At the time of the recording of said mortgages 
or trust deeds hereinbefore described in Paragraph 3, 
defendants represented to the prospective purchasers 
of the bonds thereof and to the public at large that the 
value of the property described in Parcel A was of the 
reasonable value of $7,000,000. 

9. On April 11, 1928, the land alone of said Parcel A 
was assessed, for the purpose of levying a tax thereon, 
in the said District of Columbia, at its full value, or 
$1,186,580, while the building thereon was assessed at 
its full market value of $3,250,000, or a total of $4,- 
436,580. 

10. On said April 11, 1928, the land alone of Parcel 
B was assessed, for the purpose of levying a tax there¬ 
on, in the said District of Columbia, at its full value, 
or the sum of $105,540, while the building thereon was 
assessed at its full market value of $190,000, or a total 
of $295,540. 

11. On said April 11, 1928, defendant Mayflower 
Hotel Company caused to be filed with the Assessor of 
the District of Columbia a sworn statement that the 
furniture, furnishings, supplies and equipment con¬ 
tained in said Mayflower Hotel was of the value of 
$500,000 and no more. 

12. The total value of said Mayflower Hotel for said 
Parcel A, said Parcel B, and the furniture, furnish- 
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ings, supplies, and equipment contained therein, being 
the Mayflower Hotel, was, as of April 11, 1928, for the 
purpose of assessment and taxation, the sign of $5,- 
232,120. i 

13. Defendants, for the purpose of enriching them¬ 

selves, and with the intent to trick, cheat, and defraud 
the general investing public, including all of the pur¬ 
chasers of the Second Mortgage Six and One^Half per 
cent Sinking Fund Gold Bonds, hereafter referred to, 
and hereafter called Gold Bond Holders for conven¬ 
ience and brevity, did cause to be executed and secured 
bv said Mavflower Hotel a first mortgage or trust deed 
in the sum of $7,500,000, and a second mortgage or 
trust deed in the sum of $2,400,000, or total encum¬ 
brances of $9,900,000. | 

14. The cost to defendants of underwriting; and sell¬ 
ing said bond issues so secured by said mortgages or 
deeds of trust, and including the premium on f>onds re¬ 
tired and all other expense, was the sum of $1,099,- 
385.45; and defendants caused the encumbrances there¬ 
tofore existing on said property to be paid,] and did 
thereby fraudulently profit in the differencjj, or the 
sum of $1,625,614.55. 

15. At the time the said defendant started to float 
and sell the bonds secured by said last-mentioned trust 
deeds, they caused to be delivered to the purchasers 
thereof and to the general public, two circulars, one 
of which, referring to the said first mortgage; or trust 
deed of $7,500,000, is annexed hereto marked Exhibit 
A and made a part hereof, and the other one, referring 
to the second mortgage or trust deed of $2,400,000, is 
annexed hereto, marked Exhibit B and made a part 
hereof; the circulation of said circulars was,with the 
deliberate intent and purpose and design of mislead- 
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ing the purchasers and prospective purchasers of said 
bonds, and to further the scheme and design of de¬ 
fendants to trick, cheat, and defraud the purchasers of 
said bonds, and thereby unjustly and fraudulently en¬ 
riching themselves; that among the many false and 
fraudulent pretenses, representations, and promises, 
were the following, that is to say: (a) The trust deed 
will provide for monthly payments, beginning April 1, 
1931, to the credit of a sinking fund to be made by the 
owners to the trustee in amounts sufficient to retire 
at par $2,500,000 of bonds on or before April 1, 1948, 
of the said $7,500,000 bond issue, and to retire at par 
$1,500,000 of bonds on or before April 1, 1948, of the 
$2,400,000 bond issue; whereas, in truth and in fact, as 
the said defendants well knew, said sinking fund pro¬ 
visions would never be compiled with in that the said 
hotel had been unsuccessfully operated during the 
whole of its history and operation: namely, during the 
last ten months of 1925, the whole of 1926, 1927, and 
1928: that the loss of defendant Mayflower Hotel Com¬ 
pany (the said Company executing and guaranteeing 
both of said bond issues) for the year 1927 was $300,- 
821.32, while its net loss for the year 1928 was $460,- 
833.76: and which said losses were reported to the 
President and the Board of Directors of said Com¬ 
pany, and which said losses well known by all of said 
defendants; further, the losses, as shown in the books 
of the Company for the years 1927 and 1928 are not 
the true losses, in that in arriving at the said figure, 
there was taken depreciation on the buildings at the 
rate of \y> per cent per annum, and depreciation in 
the furnishings and equipment at the rate of 7 y 2 per 
cent per annum, to December 21, 1927, and at the rate 
of 3 per cent per annum since that date; and whereas 
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the depreciation on the building should be not less than 
2]/ 2 per cent per annum, and the depreciation on the 
furnishings and equipment should be not less than 10 
per cent per annum; and if the true and proper de¬ 
preciation had been taken, the further loss would have 
been increased by more than $100,000 per annum; dur¬ 
ing the period of 1927 and 1928, the profit of tlje opera¬ 
tion of said Mayflower Hotel by the Mayflower Hotels 
Corporation of .America, before deducting deprecia¬ 
tion, interest, and amortization for the years! 1925 to 
and including 1928, is as follows: 


10 months of 1925. $ 68,833.81! 

1926 . 296,411.89 

1927 . 508,847.84 

1928 . 666,700.71! 


whereas the interest requirement alone on the! $7,500,- 
000 bond issue and the $2,400,000 bond issue amounts 
to $606,000 per annum (b) said circulars state that the 
value of the land and building, equipment, a|nd fur¬ 
nishings, as a going enterprise to be at $12,600,000; 
whereas, in truth and in fact, as the defendants well 
knew, said sum of $12,600,000 was approximately 
twice the true market value thereof; (c) that said cir¬ 
culars further state: “The hotel was open to tjhe pub¬ 
lic in the early part of 1925 and has shown aj steady 
increase in occupancy and operating profit”; wjhereas, 
in truth and in fact, as the defendants well knew, and 
as heretofore set forth in detail, the said hotel has 
never produced income sufficient to take care of the 
interest, depreciation, and amortization; (d) said cir¬ 
culars further state the proceeds from the sale of 
these bonds will be used by the Company for the re- 
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tirement of the present outstanding mortgage in¬ 
debtedness, bearing higher coupon rate, and for other 
corporate purposes; that, as defendants well knew, 
the other corporate purposes meant merely that the 
defendants had used that method of financing for the 
purpose of defrauding the public out of more than $1,- 
000,000; (e) that said Mayflower Hotel had been leased 
to a corporation known as the Mayflower Hotels Cor¬ 
poration of America, at a lease or rental sufficient 
and adequate to pay the interest and the amortization 
of the bonds issued against it, whereas, in truth and 
in fact, as the defendants well knew, the said May 
flower Hotels Corporation of America was wholly 
owned by the defendant Mayflower Hotel Company, 
which in turn was owned and/or controlled bv the 
American Bond and Mortgage Company, which in 
turn was owned and/or controlled by the several de¬ 
fendants Moore; but that said Mayflower Hotels Cor¬ 
poration of America was, on May 28, 1928, and ever 
since has been, wholly insolvent and unable to meet 
any obligation save and unless it earned the same by 
the operations of said Mayflower Hotel, and was 
wholly without resources other than such earnings 
which at all times were insufficient to meet its obliga¬ 
tions in full; (f) that in said circulars it was repre¬ 
sented that the Mayflower Hotels Corporation of 
America had paid advance rentals in the sum of $900,- 
000, whereas, in truth and in fact, the said Mayflower 
Hotels Corporation of America paid no part of the 
said $900,000 as rentals; that the said entry of $900,- 
000 as rentals was a mere fictitious and fraudulent 
entry for the purpose of defrauding and deceiving the 


11 


Appendix A. 

purchasers of bonds of said second mortgage gold 
bond issue; the defendants well knew at the time that 
said second mortgage gold bond issue was floated that 
the only times it would be possible for said gold bond 
purchasers to get their interest or the return of their 
capital would be in the event that the said hotel was 

i 

operated during unusually favorable times and with 
unusual and favorable management, and that in the 
event of any depression, the said gold bond holders 
would suffer the loss of both principal and interest. 

16. The bonded indebtedness against said hotel 
amounts to $9,557 per room (excluding public rooms 
and concessions), and the defendants well knjew that 
by reason of such tremendous obligations it Would be 
impossible for said Mayflower Hotel Company and 
for Mayflower Hotels Corporation of America to meet 
the obligations of the bonded indebtedness. 

17. With the intent to further trick, cheat, &nd de¬ 
fraud the said second mortgage gold bond lioldbrs, and 
to further enrich themselves at the expense of said 
second mortgage gold bond holders, the defendants 
caused to be organized the defendant corporation, The 
Mayflower, Inc.; said corporation was incorporated 
March 21, 1931; and thereafter, to-wit, on of about 
March 25, 1931, defendants caused to be delivered to 

I 

said second mortgage gold bond holders a certain cir¬ 
cular letter, a copy of which circular letter is annexed 
hereto, marked Exhibit C, and made a part hereof; 
that in said circular letter marked Exhibit C, fhe de¬ 
fendants made the following fraudulent representa¬ 
tions and concealments: 

i 

(a) Said letter fails to advise said second mortgage 
gold bond holders who the “principal stockholders of 
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the corporation that now owns the property” are. (b) 
It fails to explain how it is possible “that only through 
reorganization can the interests of the second mort¬ 
gage gold bond holders be properly protected.” (c) It 
fails to disclose how “The plan of reorganization here¬ 
with enclosed will, we believe, adequately protect vour 
investment, and at the same time enable the property 
to meet its obligation under prevailing conditions.” 
(d) It fails to disclose how, with the earnings set forth 
on page 1 of said letter, the defendants made the repre¬ 
sentations set forth in the circular Exhibits A and B, 
to the effect that said Mayflower Hotel was a highly 
successful and profitable venture, (e) It fails to dis¬ 
close the profits and earnings and other moneys re¬ 
ceived by the defendants from said hotel and its opera¬ 
tions. (f) It fails to disclose why, in view of the state¬ 
ment contained in said letter, “While it is not antici¬ 
pated that present business conditions will continue 
indefinitely, we do nevertheless feel that conditions are 
so uncertain as to make it necessary to arrange a re¬ 
adjustment of the fixed charges under the present sec¬ 
ond mortgage bond issue,” the plan of readjustment 
provides only for a loss to be taken by said second 
mortgage gold bond holders, and no loss shall be taken 
and no money advanced by the owners of the common 
and preferred stock of either the Mayflower Hotels 
Corporation of America or the Mayflower Hotel Com¬ 
pany. (g) It fails to disclose why, if the hotel should 
subsequently operate on a profitable basis, or why if 
the present business depression should be changed to 
a condition of great prosperity, why the results of 
such prosperity should be reflected only upon the New 
Company, and none of such profits should be reflected 
upon the said second mortgage gold bond holders, who 
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have a lien prior to the preferred and common stock 
holders of the said Mayflower Hotel Company, (h) 
It fails to explain why, or in what manner, tljie prin¬ 
cipal stockholders of the Mayflower Hotel Company 

I 

have an investment of $3,000,000, or any sum of money, 
in said property, (i) It fails to disclose why a lair and 
impartial committee of reputable, responsible men 
were not named or suggested, to act independently of 
the defendants, to the end that the said mortgage gold 
bond holders, who are widely scattered throughout the 
United States, may have the benefit of independent 
advice and independent investigation of the fabts sur¬ 
rounding the entire enterprise and the proposed reor¬ 
ganization. 

18. That, instead of defendants taking activje steps 
for the benefit of the second mortgage gold bonjd hold¬ 
ers and to give protection to the said person^ (who 
have a prior lien on said property), the defendants 
conceived the plan of further depriving said jsecond 
mortgage gold bond holders of their rights aud io fur¬ 
ther lessen their rights by conceiving and attempting 
to execute the plan set forth in the annexed circular 
marked Exhibit D and made a part hereof. 

19. Said plan of reorganization as set forth!in the 
annexed Exhibit D is unfair and fraudulent in the fol- 
lowing particulars: 

a. Said plan provides as follows: 

I 

I 

“I. The Mayflower, Inc., a Delaware Corpora¬ 
tion (herein called ‘New Company’), has been or¬ 
ganized for the purpose of acquiring and operat¬ 
ing the hotel property now owned by the May 
flower Hotel Company and located at Washington, 
D. C.” 
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It fails to advise said second mortgage gold bond 
holders liow; or in what manner, the lease from the 
Mayflower Hotel Company to the Mayflower Hotels 
Corporation of America was cancelled, or whether it 
was in fact cancelled, or why it was relieved of its 
lease obligations, or whether any attempt was made 
to enforce such lease obligations or to collect any sums 
due from said Mayflower Hotel Corporation of Amer¬ 
ica. 

b. Said plan provides: 


“II. New Company is to acquire substantially 
all of the fixed assets of Old Company, subject to 
outstanding first mortgage bonds of Old Company 
in a principal amount not exceeding $7,500,000, 
and subject to other encumbrances, if any, prior 
to the lien of Old Bonds.” 


It fails to advise said second mortgage gold bond 
holders what “other encumbrances” there are or could 
possibly be prior to the lien of the said second mort¬ 
gage gold bonds. 

c. Said plan provides: 

“IV. All holders of Old Bonds who deposit the 
same under said Deposit Agreement, accompanied 
by the April 1,1931, and all subsequently maturing 
interest coupons pertaining thereto, shall, immedi¬ 
ately upon such deposit, receive payment in cash 
of interest accrued and unpaid on Old Bonds from 
October 1, 1930, to and including December 31, 
1930. ’ ’ 

It fails to notify said second mortgage gold bond 
holders what, if anything, will happen to such holders 
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who fail to deposit the same under the said deposit 
agreement, and fails to advise them what payment will 
be received on account of delinquent interest! by such 
holders who fail to so deposit their bonds with said 
depositing committee; it fails to advise them who is 
paying said interest; it makes the definite thijeat that 
the interest of any non-assenting gold bond holder will 
be destroyed and made valueless unless said holder 
consents to said fraudulent scheme. j 

d. Said plan provides: 

I 

“V. New Bonds are to be the direct obligations 
of New Company and are to be secured by a mort¬ 
gage lien on all of the real estate, buildings, fur¬ 
nishings and equipment included in its hotel 
property located at Washington, D. C., whjich lien 
shall be junior to any lien securing said fir^t mort¬ 
gage bonds or bonds issued to refund the same in 
an amount not exceeding the principal ampunt of 
said first mortgage bonds at the time outstanding, 
plus all expenses of refinancing the same. All New 
Bonds shall be fully registered bonds without in¬ 
terest coupons, interest thereon being payable by 
check to registered holders thereof.” 

I 

l 

It fails to advise said second mortgage gold bond 
holders whv it will be necessarv to refinance tike first 
mortgage bonds, since they are not due until 1948. 
Said fraudulent scheme provides that said new; bonds 
to be issued in lieu of said second mortgage gold bonds 
shall be subject, in addition to the amount of the pres¬ 
ent first mortgage bonds, an undetermined sum in said 
fraudulent scheme, labeled “plus all expenses of re¬ 
financing the same.” 







Appendix A. 

16 

e. Said plan provides: 

“VI. Interest on New Bonds for eacli calendar 
year ending on December 31 shall be payable at 
the rate of not exceeding 6% per annum on or be¬ 
fore May 1 in each succeeding year commencing 
with the year 1932, but only out of net income of 
New Company available therefor during such cal¬ 
endar year ending on December 31, as provided in 
Trust Indenture. After, but not before, December 
31,1932, such interest on New Bonds, to the extent 
unpaid, shall be cumulative at the rate of 4% per 
annum, but no more.” 

Said scheme provides that no interest whatsoever 
shall be paid during the calendar year 1931, thereby 
depriving the present second mortgage gold bond hold¬ 
ers of the sum of $162,500 for said period of time, and 
providing further that no interest need be paid during 
the calendar year 1932, depriving said second mort¬ 
gage gold bond holder of the further sum of $162,500, 
and thereafter providing that the interest shall be re¬ 
duced in an amount equal to $62,500 per annum, 
thereby immediately depriving the owners of said gold 
bonds of the sum of $335,000 during the first two years, 
and of the sum of $62,500 during the ensuing years, 
which sum might be reduced in the event of retirement 
of some of the outstanding new bonds. 

f. Said plan provides: 

“VII. Net income of New Company available 
for interest on New Bonds in anv calendar vear 
ending on December 31, after the payment of 
operating expenses and all taxes and insurance 
and all interest and sinking fund payments in re¬ 
spect of said first mortgage bonds or bonds issued 
to refund the same, and the cost of this reorgani- 
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zation, but before depreciation, shall be applied, 
first, to the payment of interest on New Bonds at 
the rate of not exceeding 4% per annum for such 
calendar year, and thereafter to the payment of 
any unpaid interest accumulated on Newj Bonds, 
and the surplus, if any, remaining out of such net 
income shall be applied as follows: 

“(a) 75% of such surplus shall be payable 
into a sinking fund for the retirement iof New 
Bonds by purchase, or by redemption by lot; 

“(b) 25% of such surplus shall be used to es¬ 
tablish and maintain a special reserve fund of 
$150,000 to be used as provided in Trust Inden¬ 
ture, and any excess shall be applied to the pay¬ 
ment of additional interest (over and abcjve said 
interest at the rate of 4% per annum) bn New 
Bonds for such calendar year at the rate of not 
exceeding 2% per annum, and the balance, if 
any, shall be payable into said sinking fund for 
the retirement of New Bonds: 

i 

provided, that after the principal amount bf New 
Bonds outstanding shall have been reduced! to $1,- 
600,000, the amount payable annually into said 
sinking fund for the retirement of New'Bonds 
shall not exceed $80,000, and all remaining income 
shall be applicable, to the extent necessary to the 
maintenance of said special reserve fund and 
thereafter, to the payment of said additional in¬ 
terest on New Bonds at the rate of not exceeding 
2% per annum for such calendar year, apd any 
surplus remaining out of such net income may be 
used for general corporate purposes, anjd pro¬ 
vided, further, + hat in lieu of any cash payment 
into said sinking fund New Company may de¬ 
liver New Bonds at actual cost thereof ty New 
Company, all as more fully provided in Trust In¬ 
denture. For the year 1931 such net income will 


i 

i 
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be computed only for that portion of the year cov¬ 
ered by the business and operations of New Com¬ 
pany. ’ ’ 

It provides that the cost of the reorganization shall 
be paid before said bond holders receive any interest 
whatsoever, whereas, were it not for the fraudulent 
representations on the part of the defendants, the said 
second mortgage gold bond holders would not now be 
in their present difficult and embarrassing position, 
it provides that defendants, who defrauded said sec¬ 
ond mortgage gold bond holders, are now to gain a 
further advantage, while said second mortgage gold 
bond holders take all of the risk of successful and 
honest operation of said hotel by the defendants who 
thus defrauded them. It provides that the surplus 
which said bond holders’ capital and risk makes pos¬ 
sible of accomplishment shall be used, first, in the use 
of three-fourths of such surplus into a sinking fund for 
the retirement of the new bonds for the benefit, not 
of the persons who furnished the capital to make the 
enterprise possible, but for the benefit of the persons 
who were responsible for their defrauding; and that 
the remaining 25 per cent of such surplus shall like¬ 
wise be used to establish and maintain a special re¬ 
serve fund of $150,000, the purpose of such reserve 
fund not being set forth in said alleged reorganiza¬ 
tion plan. The said paragraph further provides that 
in the event the outstanding bonds have been reduced 
to $1,600,000, the amount annually paid into the sink¬ 
ing fund for the retirement of new bonds shall not ex¬ 
ceed $80,000 annually, and after the maintenance of 
the special reserve fund of $150,000 for the benefit of 
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the perpetrators of the fraud, and after the payment 
of interest to the bond holders in a lesser sijm than 
that to which they are entitled, “any surplus remain¬ 
ing out of such net income may be used for jgeneral 
corporate purposes.” 

g. Said plan provides: 

I 

“VIII. The Trust Indenture will provide that 
the following, among others, shall constitute 
events of default: 

I 

“(a) If cumulative interest accrued jmd un¬ 
paid on any of New Bonds shall at ahy time 
exceed 6% of the principal amount theijeof; 

“(b) If New Company shall not, through the 
operation of said sinking fund or otherwise, re¬ 
tire at least $225,000 of New Bonds on or before 
July 31, 1936, or if New Company shall fail to 
so retire $135,000 of New Bonds in any of the 
respective three-year periods ending on the 
thirtv-first dav of Julv in each of the veafs 1939, 
1942,' 1945, and 1948.” 

It makes it possible to withhold payment of any in¬ 
terest to said bond holders until Julv of 193.1 

% 

h. Said plan provides: 

“XI. New Company, in the event of the con¬ 
summation of this plan, may acquire certain un¬ 
encumbered assets pertaining to the operations of 
the Mayflower Hotel property. A management 
contract will provide for a continuation I of the 
present management personnel. New Company is 
to borrow or otherwise provide funds necessary 
to pay the cost of this reorganization. Ais used 
in this plan the term ‘cost of this reorganization’ 
shall be deemed to include all legal and other ex- 
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penses of organizing New Company and of con¬ 
summating this reorganization and the cost of pro¬ 
curing title to the property and assets to be ac¬ 
quired by! New Company under this plan.” 

It provides that the New Company “may acquire 
certain unencumbered assets pertaining to the opera¬ 
tion of the Mayflower Hotel” without stating precisely 
what those “unencumbered assets” are, whether such 
assets are, and have in the past been, profitable assets, 
or whether such assets are unprofitable assets; at what 
price said assets will be taken over; who owns said as¬ 
sets, and why they have not, up to the present time, 
been operated by the present holding company or 
management company; said plan provides for “a man¬ 
agement contract” which will provide for a contin¬ 
uance of the present management personnel; said man¬ 
agement contract is nothing more nor less than a 
means whereby the persons who defrauded said hold¬ 
ers of said second mortgage gold bonds are to be fur¬ 
ther empowered to defraud said persons and to enable 
such defendants to continue to receive great benefits 
and profits from the enterprise their money made possi¬ 
ble, and to make it further possible for the manage¬ 
ment contract to prevent the earnings of any sum suf¬ 
ficient to ever pay more than 4 per cent per annum; 
said management contract is a further attempt on the 
part of said defrauding defendants to further carry 
out their scheme to trick, cheat, and defraud the own¬ 
ers of said bonds; said paragraph fails to advise the 
owners of said bonds what funds will be necessarv to 
be provided to pay the cost of this organization, nor 
why the owners of said bonds should subordinate their 
rights and their lien and their funds to enable the per- 
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sons who have heretofore defrauded them to operate 
said New Company without providing any ; working 
capital, or even the capital necessary for the reorgani¬ 
zation plan. 

i. The plan provides: j 

i 

“XII. Unless New Company shall otherwise 
determine, this plan shall not be carried! out un¬ 
less at least ninety per cent of Old Bohds out¬ 
standing shall have been deposited under jsaid De¬ 
posit Agreement and unless New Company shall 
succeed in acquiring, at foreclosure or other sale 
thereof, substantially all of the property of Old 
Company now covered by any lien securing Old 
Bonds. Only those who deposit their Olcl Bonds 
under said Deposit Agreement are to be! entitled 
to participate in this plan.” 

i 

This paragraph carries the suggestion that the New 
Company shall not carry out this fraudulent plan un- 

I 

less at least 90 per cent of the old bonds shall hgve been 
deposited under said deposit agreement, but a careful 
analysis of said paragraph discloses that the New 
Company may “otherwise determine” and carry out 
said plan if less than 90 per cent of the old bonds are 
deposited, and further indicates that it is the plan of 
said defendants to cause a foreclosure sale andj“ freeze 
out” all who fail to join and agree to accept the fraud¬ 
ulent reorganization plan; it provides that only those 
who deposit their bonds under said deposit agreement 
are entitled to participate in said plan. 

20. It is the purpose and plan of defendants, and 
they intend to so operate the said Hotel, that fhe risk 
of such operation shall fall solely upon the; second 
mortgage bond holders, and if the present depressed 
business conditions of America should change; and if 
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the hotel should be operated at a profit, then and in 
that event the second mortgage bond holders, or so 
many of them as would consent to the plans of reor¬ 
ganization, would receive a portion of their capital and 
a portion of the interest due them; whereas, those who 
did not consent would lose all of their rights; and fur¬ 
ther, that if the property was not operated at a profit, 
the onlv ones taking any risk would be said second 
mortgage gold bond holders. 

21. If the said Mayflower Hotels Corporation of 
America was meeting its obligations under the lease 
under which it is operating said hotels, there would be 
no occasion for the organization of said The May¬ 
flower, Inc., or for the attempted reorganization or the 
deprivation of the rights of the second mortgage gold 
bond holders; that it is onlv because the said Mav- 
flower Hotels Corporation of America is failing to 
meet its obligations with the Mavflower Hotel Com- 
pany that the Mayflower Hotel Company is unable to 
meet its obligation to the bond holders of both the first 
and the second mortgage. 

22. The owners of said bonds are scattered through¬ 
out the United States, and the only ones who have ac¬ 
cess to the names and addresses of said bond holders 
are the defendants, and the defendants, acting in con¬ 
cert with each other, and in furtherance of the conspir¬ 
acy to trick,: cheat, and defraud the owners of said 
bonds out of their rights, as herein set forth, have re¬ 
fused to furnish to the plaintiffs the names of such per¬ 
sons, and it is therefore impossible for the various 
bond holders to communicate with each other, and it is 
impossible for them to thus get together and formulate 
a general plan for their mutual benefit and protection, 
and only by the interposition and aid of a court of 
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equity will it be possible for all of the owners of the 
second mortgage bonds to be advised of all matters 
and things pertaining to the ownership and their rights 
and their investments therein. Plaintiff further be¬ 
lieves that a waste of assets and the avoidance of con- 

| 

troversies can be accomplished and that the properties 
of defendant Mayflower Hotel Company can b|e profit¬ 
ably and equitably distributed among the persons en¬ 
titled thereto, and that these may be distributed only 
through the intervention of this court and the relief 
herein asked for, including the appointment of re¬ 
ceiver or receivers; that the continuance of tjie busi¬ 
ness of the defendant Mayflower Hotel Company, 
through a receiver or receivers appointed by this 
Honorable Court, is essential in order that the assets 
and business of the defendant Mavflower Hotbl Com- 
pany may be preserved for the benefit of the creditors 
and stockholders of said corporation; that the business 
of said named defendant can no longer be carried on 
without the appointment of a receiver or receivers, and 
that unless this Honorable Court will deal with the 
properties of said defendant as a fund for the pay¬ 
ment of its creditors as their interest therein play ap¬ 
pear, such properties will be wasted and dissipated and 
become useless and will be sacrificed, to the great and 
irreparable loss and damage of the plaintiffs land all 
other creditors of the said defendant corporations. 

23. Allege that many of the bonds are held in very 
small amounts by people inexperienced in business 
and inexperienced in reorganizations and bondholders’ 
committees, so-called, and that the amounts of bonds 
thus owned bv them are too small in value to Warrant 

V 

the individual employment of attorneys and individual 
action for the protection of their rights. 
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23a. Bv reason of the fraudulent acts of defendants 
in the refinancing of said Mayflower Hotel, as herein¬ 
before alleged, and by reason of the interlocking in¬ 
terests of all of said defendants including defendant 
Charles C. Moore, the trustee, and by reason of the fact 
that all the said interlocking interests are adverse to 
the interests of the second mortgage bondholders, it is 
necessary to appoint a receiver. It will be the duty 
of such receiver to demand an accounting and to com¬ 
pel the return, for the benefit of the creditors of the 
Mayflower Hotel Company including the holders of 
said second mortgage gold bonds, of all moneys be¬ 
longing to said defendant Mayflower Hotel Company, 
in the hands of the other defendants, which, on infor¬ 
mation and belief, plaintiffs allege to be more than 
$3,000,000. It is necessary for a receiver to have im¬ 
mediate possession of all of the books, records and 
documents of : said Mayflower Hotel Company in order 
to be able to collect all monevs due. Bv reason of the 

w w 

determined effort on the part of the defendants to put 
said fraudulent so called reorganization scheme into 
execution and to avoid an accounting as aforesaid, 
plaintiffs believe, and on information and belief allege, 
that defendants will destroy, secrete or otherwise dis¬ 
pose of said books, records and documents and that 
only by the ex parte appointment of a receiver and the 
prompt seizure of said books, records and documents by 
the receiver will such action on the part of the defen¬ 
dants be avoided. Plaintiffs further allege that unless 
a receiver is appointed forthwith, defendants will se¬ 
crete conceal or squander large sums of money, which 
on information and belief, plaintiffs allege to be more 
than two hundred thousand dollars in cash, owned and 
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now in the possession of said Mayflower Hotel Com¬ 
pany and which should be used to pay taxes arid other¬ 
wise applied for the protection of the interests of the 
second mortgage bondholders. 

23b. The second half of the taxes of said Mayflower 
Hotel for the year ending June 30, 1931, and which 
taxes were due and payable March 1931, airiounting 
to the sum of $45,263.00, is past due and unpaid, and a 
penalty is accruing thereon at the rate of one per cent 
(1%) per month. 

24. Plaintiffs further allege that this is a cjivil suit 
in the nature of a suit in equity for the foreclosure of 
a trust deed or mortgage and other relief, and Ihat the 
amount in controversy exceeds, exclusive of interest 
and costs, the sum of $10,000, and this cause being one 
for foreclosure of a lien on property, real and personal, 
as well as on income from the rents, issues, ancjl profits 
therefrom, all of which are located in the District of 
Columbia. 

25. Heretofore, to-wit, on or about the 31st! day of 
March, 1928, defendant Mayflower Hotel Company, in 
the exercise of its powers and in furtherance of its cor¬ 
porate purposes, did execute and deliver its bonds, ag¬ 
gregating the principal sum of $2,400,000, in denomi¬ 
nations and of maturity dates as set forth in that cer¬ 
tain trust deed or mortgage executed on or atiout the 
said date by defendant Mayflower Hotel Company, to 
defendant Charles C. Moore, as personal trustee, said 
bonds being payable to bearer, and bearing interest 
from date at the rate of 6/> per cent per annum, pay¬ 
able semi-annuallv on the first day of October and on 
the first day of April of each year until maturity, pro¬ 
viding further that if the said bonds be not paid at 
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maturity, both the principal and interest coupons 
thereto attached should bear interest after maturity at 
the rate of 7 per cent per annum, and further providing 
that if default should be made in the payment of said 
interest coupons, and such default shall continue for a 
period of twenty days, or that if default be made in any 
payment of principal amount of any of said bonds 
when they mature, or if default should be made in the 
performance of any covenants of the said trust deed 
or mortgage hereinabove referred to, and such default 
should continue for a period of thirty days, then the 
principal of all of the bonds secured by said trust deed 
or mortgage should, at the option of the said trustee 
or of the holder or holders of not less than $10,000, in 
amount of said bonds then outstanding, or past-due 
coupons thereof, under the terms and conditions 
thereof set forth in said trust deed or mortgage, be de¬ 
clared due and payable. 

26. On or about March 31, 1928, the said defendant 
Mayflower Hotel Company, being theretofore duly 
authorized by the action of its Board of Directors, duly 
made, executed, acknowledged, and delivered to 
Charles C. Moore, as personal trustee, or trustees, that 
certain indenture or mortgage or trust deed dated of 
that date, wherein and whereby, in order to secure 
the payment of the principal and interest of all said 
bonds of said defendant Mayflower Hotel Company at 
any time issued and outstanding under said indenture, 
according to the provisions of said bonds and of said 
indenture, and to secure the observance of each and 
every the covenants, conditions and agreements in said 
indenture and in said bonds, and in further considera¬ 
tion of the purchase and acceptance of said bonds, tern- 
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porary and definitive, by the holders thereof; and of 
the sum of One Dollar ($1) by the said Charles C. 
Moore, trustee, the said grantor, Mayflower Hotel Com¬ 
pany, did grant, bargain, sell, convey, and confirm, 

I 

with general warranty, to the said Charles C. Moore 
as trustee, and his successors in trust and assigns, in 
fee simple, being at the time the owner in fee simple 
of the said premises, all of that certain property here¬ 
tofore described as Parcel A and Parcel B, together 
with any and all buildings, improvements, fixtures, 
furniture, furnishings, and fittings and articles used 
or to be used in the operation of said premises or any 
part thereof, and together with all buildings or ap¬ 
purtenances which now stand or at any time thereafter 
might be constructed or placed upon said lane! or any 
part thereof, TO HAVE AND TO HOLD the above- 
granted premises unto the said trustee, his successors 
and assigns forever, and TO HAVE AND TO HOLD 
the said goods and chattels, together with the appur¬ 
tenances thereunto belonging, unto the said trustee, 
Charles C. Moore, and his successors and assigns for- 

l 

ever, in trust nevertheless for the equal and propor¬ 
tionate benefit and security from the date thereof of all 
present and future holders of said bonds and coupons 

as mav be delivered or mav be certified and delivered 
* * 

under the provisions hereof at any time thereafter, 
without preference, priority, or distinction as to lien or 
title or otherwise of one bond over any other bond by 
reason of priority in time of issuance, negotiation, date 
of maturity thereof, or otherwise. 

26. Said mortgage or deed of trust was Acknowl¬ 
edged so as to entitle it to be recorded, and if was on 
the 28th day of May, 1928, recorded in Liber 6158, 
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Folio 537, Documents No. 12, in the office of the Re¬ 
corder of Deeds of the District of Columbia. 

27. That in and by said trust deed or mortgage, the 
grantor expressly covenanted and agreed with the said 
trustee and with each of the successive holders of said 
bonds, that all of said bonds were to be issued, deliv¬ 
ered, negotiated, held, and payment thereof made and 
enforced, and that the premises, building, improve¬ 
ments, goods, chattels, issues, and rents, incomes, and 
profits, were conveyed, mortgaged, pledged, and as¬ 
signed to and were to be held and disposed of by said 
trustee and his successors in trust therein, subject to 
the covenants, provisions, uses, or trusts in said trust 
deed or mortgage set forth. 

28. That in and by said indenture, it was provided 
that the same shall be a continuing lien to secure the 
full and final payment of principal and interest of the 
issue of bonds of an aggregate amount not to exceed 
$2,400,000 at any time issued and outstanding there- 
under. 

20. That in and by said indenture, it was further 
provided that the said defendant Mayflower Hotel 
Company covenanted that it would promptly pay the 
principal and interest of said bonds thereby secured 
in gold coin of the United States, of or equal to the 
then standard weight and fineness, at the place and 
on the days and in the manner described in such bonds, 
and to pay all taxes accruing against said property as 
the same fell due, and to pay all insurance premiums 
due for insurance on said property, and to keep and 
perform all other conditions and requirements in said 
trust deed or mortgage contained. 

30. That in and by said indenture, it was further 
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provided that the said defendant Mayflower Hotel 
Company covenanted and agreed that, for the pur¬ 
pose of creating a sinking fund to be applied by the 
trustee to the payment of the bonds and interest cou¬ 
pons as they matured, certain payments be made by 
the Mayflower Hotel Company on certain perijods and 
commencing on April 1, 1931, as to payments 911 prin¬ 
cipal sinking fund. 

31. That in and by said indenture, it was Ifurther 
provided that in case of failure to make payments in 
advance for principal and interest, as above provided, 
and in case of failure of the mortgagor to kpep and 
perform all obligations and requirements provided in 
said trust deed or mortgage, that the trustee or bond 
holder might declare a default, and might declare all 
outstanding bonds and matured coupons forthwith due 
and payable; that these provisions are contained in 
Articles VIII and IX of said indenture, and areias fol¬ 
lows set forth: ■ | 

ARTICLE VIII | 

RIGHT TO DECLARE BONDS DUE.! 

i 

In case default shall be made in the payment jof any 
interest on any of said bonds and (except as tb pay¬ 
ment of interest due April 1, 1948), any such default 
shall continue for a period of twenty ( 20 ) days! or 
case of the default, neglect, or refusal of the Grantor 
to pay the monthly or semi-annual payments provided 
for in Article II, Section 1 hereof, or any payments 
herein required to be made for the account of the Sink¬ 
ing Fund, for a period of five (5) days in any ease, or 
in ease of the default, neglect or refusal of the Grantor 
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in or of the due observance or performance of any 
other covenant or condition, whatsoever in this inden¬ 
ture required to be kept or performed by the Grantor, 
and anv such last mentioned default shall continue for 

•r 

thirty (30) days after written notice thereof to the 
Grantor by the Individual Trustee, or to the Grantor 
and the Individual Trustee by American Bond and 
Mortgage Company, Inc., or by the holders of not less 
than Ten Thousand Dollars ($10,000) of the aggregate 
principal amount of the bonds secured hereby, or like 
amount in the aggregate of overdue interest coupons 
hereby secured and then outstanding, or like amount 
in the aggregate of both bonds and overdue coupons, 
specifying wherein such default consists, or in the 
event that the Grantor while the owner of said prem¬ 
ises or any subsequent owner of said premises, while 
the owner thereof, shall cease doing business or shall 
be dissolved or shall go into liquidation or in the event 
that a receiver of the Grantor or of any of its property 
while the owner thereof, shall be appointed, or in the 
event that the Grantor while the owner of said prem¬ 
ises, or any subsequent owner of said premises, while 
the owner thereof shall be adjudicated a bankrupt or 
insolvent, or shall make an assignment for the benefit 
of its creditors, or shall voluntarily begin any proceed¬ 
ing or take any steps for the purpose of having itself 
declared or adjudicated a bankrupt or insolvent, then 
and in any such case the Individual Trustee, in his dis¬ 
cretion, upon the existence of any one of such defaults 
and without any action on the part of any bondholders, 
may, and upon the written request of the holders of 
no less than $10,000 in face principal amount of the 
bonds, or the like amount in the aggregate or overdue 
interest coupons then outstanding, or like amount in 
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the aggregate of both bonds and overdue coupbns, and 
upon tender of indemnity satisfactory to the Individ¬ 
ual Trustee shall, or in case of his refusal or failure 
so to act within ten (10) days after such request, the 
holders of bonds, or of overdue interest coupons of 
an aggregate face principal amount of not loss than 
$10,000, or like amount in the aggregate of both bonds 
and overdue coupons, as aforesaid, may declare the 
principal of all bonds hereby secured and then out¬ 
standing to be due and payable immediately, apd upon 
such declaration the said principal, together with the 
interest accrued thereon, shall become and be clue and 
payable immediately, at the place of payment afore¬ 
said, anything in this indenture or in said bonds to the 
contrary notwithstanding. The grantor shall ; not be 
entitled to anv notice of default or to any otheit notice 
not expressly herein provided for. j 

The above provisions, however, are subject;to the 
condition that if, after the principal of said bonds shall 
have been so declared to be due and payable, and be¬ 
fore any sale of said premises pursuant to anvj order, 
judgment or decree in a judicial proceeding for the 
foreclosure of the lien hereof, all principal of said 
bonds due pursuant to any of the terms of this ‘inden¬ 
ture, and all arrears of interest upon said bonds and 
installments of interest at the rate of seven pejr cent 
(7%) per annum, shall have been paid by the Grantor 
or collected out of said premises, and the Grantor shall 
also have performed all other things in respect to 
which it may have been in default hereunder, and shall 
have repaid all advances made by the said Individual 
Trustee, and said American Bond and Mortgage Com¬ 
pany, Inc., and the holder or holders of bonds! with 
interest at the rate of seven per cent (7%) per annum, 
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and shall have paid the charges and expenses of the 

Individual Trustee and said American Bond and 

Mortgage Company, Inc., and/or of the holders of said 

bonds, including attorneys’ fees paid or incurred, the 

Individual Trustee mav, bv written notice to the 

Grantor, waive such default and its consequences; but 

no such waiver shall extend to or affect any subsequent 

defaults or impair any rights consequent thereon, and 

the Individual Trustee, and/or bondholders and/or 

coupon holders of the required amount as aforesaid, 

and as the case mav be mav make successive declara- 

tions of maturitv in successive cases of default. 

* 

Any failure on the part of the Grantor to comply 
with any of the terms, covenants or conditions of this 
indenture, as' in said indenture provided, or any event, 
fact, circumstance or condition, because of which the 
Individual Trustee or any bondholder or bondholders 
may become entitled to enter upon and take possession 
of the mortgaged premises or to declare the principal 
of the bonds due and payable under the terms of this 
indenture, is hereby defined to be and shall be con¬ 
strued as an “event of default.” 

ARTICLE IX 

POSSESSION, POWER OF ENTRY AND INDIVID¬ 
UAL TRUSTEE’S RIGHT TO TAKE POSSES¬ 
SION. 

Until some default shall have been made in the pay¬ 
ment of principal or interest of the bonds hereby se¬ 
cured, or of some part thereof, or in the performance 
or observance of some covenant or condition to be kept 
by the Grantor under this indenture, and until such 
default shall have continued after notice, if any, as 
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provided herein, the Grantor shall be suffered find per¬ 
mitted to retain actual possession of all the mortgaged 
premises and to manage, operate, use and enjoy the 
same, and every part thereof, with the rights! apper¬ 
taining thereto, and to collect, receive, take, use and 
enjoy the earnings, income, rents, issues and; profits 

I 

thereof, and may make leases thereof and of parts 
(hereof, which leases shall be subject and subordinate 
hereto; and in respect to leases and tenancies jin said 
premises or part thereof said Grantor expressly cov¬ 
enants that it will not collect or receive said rents in 
advance of three calendar months, unless the consent 
in writing of the Individual Trustee is first hjad and 
obtained. 

In any case in which under the provisions of jArticle 
VIII hereof, the Individual Trustee, or the bondhold¬ 
ers and/or coupon holders of a required amount as the 
case may be has or have the right to declare tlie prin¬ 
cipal of all bonds hereby secured and then outstanding 
to be due and payable immediately, and also in the event 
of default in the prompt payments of the principal and 
interest of any part thereof due April 1, 1948, the 
Grantor covenants, at any time or times, upon the de¬ 
mand of the Individual Trustee, forthwith to surren¬ 
der to him, and the Individual Trustee shall be Entitled 
to take actual possession of the mortgaged premises 
as for condition broken, and may, as the attorney-in- 
fact or agent of the Grantor, or in the name of the In¬ 
dividual Trustee, and under the powers herein granted, 
hold, manage and operate said mortgaged property 
and collect the rents thereof and lease the same in such 
parcels and for such times and on such terms\ as he 
may see fit, and may cancel any lease or sublease for 
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any cause or on any ground that the Grantor or the 
Individual Trustee might lawfully so can-cel, and may 
sign the name of the Grantor, or its successors or as¬ 
signs, to all papers and documents in connection with 
such management and operation, and shall, after pay¬ 
ing out of the revenue from said mortgaged premises 
all expenses of qianagement and operation of said 
mortgaged premises, including insurance premiums 
and the cost: of such repairs, replacements and altera¬ 
tions as may in their opinion be necessary and judi¬ 
cious, and all taxes, assessments and charges, and 
liens upon said mortgaged premises or any part there¬ 
of, together with attorneys’ fees, and after retaining 
compensation as Trustee’s fees for his services in that 
behalf, and such further sums as in the judgment of 
the Individual Trustee may be sufficient to indemnify 
the Individual Trustee against any liability, loss or 
damage on account of any matter or thing done in 
good faith in pursuance of the duties of the Individual 
Trustee hereunder, apply the residue, if any, first to 
the repayment of any moneys advanced or paid out 
pursuant to this indenture together with interest there¬ 
on at the rate of seven per cent (7%) per annum, and 
second, to the payment of the overdue coupons, if any, 
in the order of their maturity, with interest thereon 
at the rate hereinbefore prescribed therefor from the 
date of maturity thereof; next to the payment of all 
other accrued interest upon all principal to date of 
payment together with all income tax payments, or 
other tax payments on said bonds or the interest there¬ 
on as herein provided, in connection therewith, and 
next to the payment of any amounts herein provided 
to be made for the account of the Sinking Fund; the 
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foregoing order of payment being subject, however, to 
the provisions of Section A of Article II hereof, and 
subject to any other provisions hereof wheifeby any 
of said bonds or coupons have become subordinated 
to any other bonds and/or coupons; in every Instance 
such payment to be made ratably to the persons en¬ 
titled thereto according to the amount of theif respec¬ 
tive holdings of said bonds or coupons, witljout dis¬ 
crimination or preference. Upon the payment in full 
of all arrears of intei’est and all arrears of payments 
due to the Sinking Fund and of all other claims then 
owing and herein required to be paid by the jGrantor 
upon all such payments being made either oujt of the 
moneys I'eceived by the Individual Trustee asj herein¬ 
before in this Article IX provided, or by the (grantor, 
before anv sale of the premises or the entry ojf an or- 
der, judgment or decree for the sale thereof jin a ju¬ 
dicial proceeding for the foreclosure of the lienj hereof, 
the Individual Trustee, after making such provisions 
as to the Individual Trustee may seem advisable for 
the payment of the next installments of interest and 
of payments on account of the Sinking Fundj to the 
next semi-annual redemption date, shall restore to the 
Grantor the possession of said property, which shall 
thenceforth be subject to this indenture as if sjuch en- 
trv had not been made. 

* I 

The power of entry and the powers incidental there¬ 
to as herein provided for may be exercised as ciften as 
occasion therefor shall arise, and their exercise shall 
not suspend or modify any other right or remedly here¬ 
under. I 

32. That in and by said indenture, it is further ex- 
pressly agreed by the mortgagor, Mayflowe^ Hotel 
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Company, that all expenses and disbursements paid or 
incurred by or on behalf of any complainant or com¬ 
plainants in connection with the foreclosure thereof, 

as authorized in and bv anv covenants in said trust 

* * 

deed, or otherwise, including the reasonable attorney’s 
or solicitor’s fees for such complainant or complain¬ 
ants, and other outlays and money expended, necessary 
or incident to the foreclosure proceedings, shall be se¬ 
cured by the said indenture and shall be a prior and 
superior lien tp the indebtedness secured and evidenced 
by said bonds and said interest coupons, the said agree¬ 
ment applying also to foreclosure suits by any holder 
or holders of bonds and/or coupons, brought on behalf 
of themselves or on behalf of themselves and all others 

similarlv situated. 

* 

33. That the said defendant Charles C. Moore duly 
accepted the trust in said indenture created, and was, 
by said instrument, duly empowered and authorized 
to take and hold in trust the property conveyed to him 
therein, and to execute the trust imposed in him under 
and by virtue of the provisions thereof. 

34. That all of the bonds hereinbefore referred to as 
having been executed and delivered by the defendant 
Mayflower Hotel Company, including the bonds held by 
your plaintiffs* the plaintiffs holding bonds in excess of 
the principal sum of $10,000, are second and subject to 
a similar bond issue in the principal sum of $7,500,000. 

35. That interest due on all of the bonds of said issue 
has been paid pursuant to the terms of said indenture, 
except the interest thereon which became due on the 
1st day of April, 1931, and that all the bonds herein¬ 
above described are now outstanding and unpaid. 

36. That since the execution and delivery of the said 
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trust deed or mortgage, said Mayflower Hotel Company 
has secured certain property described in said inden¬ 
ture, and subject to the lien therein created, a;s if said 
properties had been, on the date of said indenture, 
owned by said defendant, Mayflower Hotel Company, 
and had been, as of the date thereof, specifically mort¬ 
gaged, conveyed, pledged, transferred, and assigned 
thereby. 

37. That in and by virtue of Article X of said mort¬ 
gage or trust deed sought to be foreclosed, it is pro¬ 
vided that the bond holders holding bonds and unpaid 
interest coupons of the total value of not l^ss than 
$10,000, when default occurs in the payment of past-due 
interest, said default continuing for a period of twenty 
days, or failure to pay any of the principal!of said 
bonds, or default in the prompt payment to the sink¬ 
ing fund, said default continuing for more than five 
days, or the failure of the grantor, said Mayflower 
Hotel Company, to keep any and all of the covenants 
of said trust deed, said default continuing thirty days 
or more, may request the trustee, in writing, that all 
bonds be declared due. That said Article X is as fol¬ 
lows set forth: 

ARTICLE X ! 

j 

FORECLOSURE, SALE AND DISTRIBUTION 

Section 1. In any case in which, under the provisions 
of Article VIII of this indenture, the Individual Trus¬ 
tee or holders of bonds and/or of coupons of the re¬ 
quisite amount have the right to declare the principal 
of all bonds hereby secured and outstanding to; be due 
and payable immediately, and/or in the event of de- 
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fault in the prompt payment of the amounts herein pro¬ 
vided to be made to the Sinking Fund and interest or 
any part thereof and the continuance of such default 
for the period of time specified in Article VIII of this 
indenture, the Individual Trustee may, without any ac¬ 
tion on the part of any bondholder, and with or with¬ 
out declaring said bonds due, and upon the written 
request of the holders of bonds or of overdue coupons 
or of both bonds and of overdue coupons in aggregate 
amout of not less than $10,000 in amount of said bonds 
and/or overdue coupons secured hereby and then out¬ 
standing, and upon the deposit of such bonds and/or 
coupons, with the Individual Trustee, and upon tender 
of indemnity satisfactory to the Individual Trustee, 
shall: 

(a) Enter into and upon the premises and use, oper¬ 
ate and manage the same as in Article IX hereof pro¬ 
vided; and/or 

(b) Cause the property then covered by this inden¬ 
ture or any part thereof to be sold at public auction at 
some convenient place in the City of Washington, Dis¬ 
trict of Columbia, or in front of the premises as is 
hereinbefore provided, after having first given notice 
of such sale as required by law. The Individual Trus¬ 
tee may adjourn any such sale from time to time by an¬ 
nouncement at the time and place appointed for such 
sale or for such adjourned sale, and upon the comple¬ 
tion of any such sale shall execute or cause to be exe¬ 
cuted such deed or deeds, bill of sale or bills of sale, 
certificate or certificates or other assurances to the pur¬ 
chaser or purchasers thereof shall not be required to 
see to the application of the purchase money and of the 
proceeds of such sale or sales; and said Grantor cove- 
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nants that said purchaser or purchasers at such sale 
shall at once be let into possession of the property so 
purchased and such purchaser or purchasers shall have 
the power and right of entry and possession of such 
property, real or personal, so purchased; and/or 

(c) Proceed to protect and enforce his rights and the 
rights of the bondholders herein, either by suit or suits 
in equity or at law, in any court or courts of competent 
jurisdiction, whether for specific performance of any 
covenant or agreement contained herein or in aid of 
the execution of any powers herein granted or £or any 
foreclosure hereof or hereunder, or for any otljer sale 
of the mortgaged premises or any part thereof; so far 
as mav be authorized bv law, or for the enforcement of 
such other or additional appropriate legal or equitable 
remedy as the Individual Trustee mav deem most ef- 

fr * 

fectual to protect and enforce the rights aforesajd. 

Compensation for the services of the Individual 
Trustee and all costs and necessary expenses, including 
all expenses of preparing for trial, and trial, attorneys’ 
and counsellors’ fees, referee’s fees, stenographers’ or 
reporters’ fees, or charges for taking, reporting or 
transcribing any statement of witnesses or testimony 
or evidence, given or heard therein, expenses of pro¬ 
curing testimony and evidence, the cost of procuring 
abstracts of title, opinions of title and continuations 
thereof or a title guaranty policy or policies, anql docu¬ 
mentary evidence, if any, and printing bills inpurred 
by the Individual Trustee in any such proceeding or in 
the preparation therefor or incurred by bondholders 
in a proceeding instituted under Sections 3 and 8 of 
this Article, or in the preparation therefor shall be¬ 
come so much additional indebtedness secured by this 
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indenture, and until the same are paid, such proceed¬ 
ing shall not be dismissed. 

Section 2. Upon or at any time after the commence¬ 
ment of any proceeding hereby authorized to he in¬ 
stituted or upon or after the commencement of any suit, 
action or proceeding authorized or permitted under or 
by virtue of the laws applicable to the District of Co¬ 
lumbia after any one of the aforesaid events or de¬ 
fault shall happen, the court hearing the same, upon 
application and by nomination by the complainant, as 
a matter of strict right and without notice to the 
Grantor or any one claiming under it, and without re¬ 
gard to the then value of said mortgaged premises, or 
the solvency or insolvency of the Grantor, shall appoint 
a receiver or receivers of said mortgaged premises or 
any part thereof, and the Individual Trustee or any 
successor hereunder may be appointed such Receiver 
in aid of the powers herein given and the Grantor 
hereby irrevocably consents to such appointment and 
waives notice of any application therefor. Any such 
receiver shall have all the powers and duties of the In¬ 
dividual Trustee in case of entry as hereinabove pro¬ 
vided, and shall continue as such and exercise all said 
powers until the delivery of a Trustee’s or Master’s 
deed, or other deed or deeds as shall or may be author¬ 
ized or required by law at the time, and shall apply 
the money collected, to the payment of compensation 
for him and his attorney’s and counsel’s services, to be 
fixed by said Court, to the payment of the expenses and 
charges of operating and maintaining said mortgaged 
premises and property, including taxes, insurance 
premiums, water taxes and repairs, whether accruing 
before or after such sale, and the balance, if any toward 
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the payment of the indebtedness and interest and in¬ 
come taxes and other taxes, if any, hereby secured, and 
of anv deficiency determined by the Individual Trustee, 
as aforesaid, or determined by decree or judgment in 
any decree that may be entered in such or other pro¬ 
ceedings under or authorized by the laws application 
to the District of Columbia, may operate and cany on 
the business of the Grantor completely and unrestrict¬ 
edly as could such Grantor prior to such proceeidings. 

Section 3. In the event that said Individual Trus¬ 
tee, upon the request of the holder or holders of bonds, 
or of overdue coupons, or both bonds and overdue 
coupons, secured hereby and outstanding, amjl of the 
requisite amount as aforesaid, shall refuse oij fail to 
commence any proceedings in foreclosure or to take 
possession of the mortgaged premises or advertise the 
same for sale as hereinabove provided they shall do, 
and such indemnity satisfactory to him is tejndered, 
then said bondholders or holders of overdue interest 
coupons or a holder of both bonds and overdiue cou¬ 
pons in the requisite amount as aforesaid, in Ips, her, 
its or their own names may take and have suhh pro¬ 
ceedings or remedies as herein provided the Individual 
Trustee shall take or have, and have all remedies for 
enforcement of payment of said indebtedness secured 
hereby allowed by law as herein provided and as shall 
at the time be provided or authorized by the lajws ap¬ 
plicable to the District of Columbia. 

! 

Section 4. In case of a sale under this instrument of 

I I 

said mortgaged property or any part thereof, the pro¬ 
ceeds of such sale, unless otherwise provided by law, 
shall be applied as follows: 

(a) To the payment of all costs of the action, includ- 
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ing compensation of the Individual Trustee, and/or 
of said bondholders or holders of coupons as the case 
may be, and their agents, attorneys and counsel, and 
of all costs and expenses of such proceedings as pro¬ 
vided in Section 1 of this Article, and of all costs of 
advertisement; sale and conveyance and compensation 
of any receiver, his or its agents, attorneys and coun¬ 
sel and expense of Receivership. 

(b) To the payment of all other expenses, charges 
and advances of the Individual Trustee, in connection 
therewith, with interest thereon at the rate of seven 
per cent (7%) per annum. 

(c) To the payment of all moneys advanced by the 
American Bond and Mortgage Company, Inc., or the 
holders of said bonds pursuant to the provisions of 
this indenture, or for any other purposes authorized 
or permitted by the terms of this indenture with in¬ 
terest thereon at the rate of seven per cent (7%) per 
annum from the time of the respective advances of 
such sums until the repayment thereof; all of which 
items referred to in this and the above sub-paragraphs 
(a) and (b) shall be so much additional indebtedness 
secured by this indenture, and shall be included and 
allowed in the judgment or decree entered in any such 
foreclosure suit. 

(d) To the payment pro rata of all of the said bonds 
matured and unmatured and interest coupons ma¬ 
tured and interest on overdue bonds not represented 
by interest coupons and interest on overdue interest 
coupons without preference of principal over interest 
or interest over principal, subject, however, to the pro¬ 
visions of Section 4 of Article IT hereof and of Section 
9 of this Article and subject to any other provision 
hereof whereby any of said bonds and/or coupons shall 
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have become subordinated to other bonds and/or cou¬ 
pons. Only coupons which have matured and the 
earned portion of those next maturing, shall’be en¬ 
titled to participate in such proceeds. 

(e) To the pro rata payment of any said federal in¬ 
come tax due the holder or holders of any bond or 
bonds or interest coupons not in excess of two per cent 
(2%) of such interest, and of other tax payments on 
said bonds or the interest thereon as herein provided. 

(f) To the payment of the surplus, if any, as may 
be provided by law. 

Section 5. At any such sale any bondholders Or cou¬ 
pon holders or any Committee or Trustee appointed 
by them or a part of them or the Individual Trustee, 
if lawful, may bid for and purchase said mortgaged 
premises or any part thereof. The purchaser jat any 
such sale shall be entitled in making settlement or pay¬ 
ment for the property purchased, to use and apply any 
bonds and any matured and unpaid coupons hereby 
secured, by presenting such bonds and/or coupons in 
order that there may be credited thereon the sum ap- 


portionable and applicable to the payment thereof out 


of the net proceeds of such sale and thereupon such 
purchaser shall be credited on account of suclji pur¬ 
chase price payable by him, with the sum appcjrtion- 
able and applicable out of such net proceeds to the 
payment of the bonds and coupons so presented.; Pro¬ 
vided, However, that in all cases the purchaser or pur¬ 
chasers shall pay in money a sufficient sum to Icover 
the items referred to in sub-paragraph (a) anjd (b) 
and (c) of Section 4 of this Article. No purchaser at 
any such sale shall be bound to see to the application 
of the purchase money or to inquire as to the authori¬ 
zation, necessity, expediency or regularity of any such 
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sale. Any such sale, whether made by the Individual 
Trustee under the power of sale herein granted to 
him or otherwise, shall operate to divest all right, title, 
interest, claim and demand whatsoever, either in law 
or in equity, of the Grantor, its successors and assigns, 
and of any person claiming through or under them, in 
and to the property so sold, and every part thereof. 
Should the Individual Trustee become the purchaser 
at such sale the following rights, privileges and ob¬ 
ligations shall thereupon be created, result and ob¬ 
tain; (a) All the bondholders shall contribute and pay 
the Individual Trustee becoming such purchaser their 
respective and proportionate share (in proportion to 
the amount of unpaid bonds and matured coupons 
owned by them respectively) of the total of the items 
referred to in sub-paragraphs (a), (b) and (c) of Sec¬ 
tion 4 of this Article, for which contribution and pay¬ 
ment they shall be respectively liable as for money 
paid at their request and in default of such contribu¬ 
tion and payment, and as a cumulative and not alter¬ 
native right, the Individual Trustee becoming pur¬ 
chaser shall have a lien therefor upon the interest of 
such defaulting bondholders in said premises or in the 
proceeds received by the said Individual Trustee upon 
any subsequent sale thereof; (b) the said Individual 
Trustee mav forthwith or at anv time thereafter sell 
and convey said premises and/or said personal prop¬ 
erty, as a whole or in such parts and parcels and for 
such price and upon such terms as in the sole discre¬ 
tion of such Individual Trustee may seem proper but 
shall in no event sell for less than an aggregate amount 
which will be entirely sufficient to pay each bondholder, 
his, her or its amount found due for principal, inter¬ 
est and anj’ advances made or assessed to him, her 
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or it hereunder, and any and all outlays, expenses, 
costs and attorneys’ and trustees’ and receivers’ tees 
fixed or allowed by the Court not otherwise met and 
paid out of rents, or by the Grantor, unless the consent 
in writing of bond and coupon holders having and 
owning three-fourths of the entire mortgage indebted¬ 
ness found to be due upon such foreclosure shall be 
first procured by or be given to said Individual! Trus¬ 
tee; and (c) until the Individual Trustee shaljl thus 

I 

sell and dispose of said premises, he shall be entitled 
to enter upon and take possession of the samej com¬ 
plete the construction and equipment and furnishing 
of any building, lease or operate, maintain and! man- 
age the same by such agents, servants and attorneys 
as he may elect, and receive and collect the rents,! earn¬ 
ings, income and profits thereof, and pay therefrom 
and from the proceeds of any sale thereof, all (costs, 
charges and expenses of such construction, furnishing 
and equipment, taxes, insurance premiums and cost 
of maintenance and operation, including compensa¬ 
tion for Such Individual Trustee, his servants, agents 
and attorneys, and distribute the remainder of moneys 
thus received bv him ratablv among those entitled 
thereto. ! 

Section 6. If any one or more of the events ojf de¬ 
fault as set forth in this indenture, shall happen! and 
shall continue for the period or periods as hereinbe¬ 
fore provided, and if by reason thereof the entire prin¬ 
cipal hereby secured shall be declared to be due^ the 
Grantor, on demand of the Individual Trustee,! will 
pay to the Individual Trustee at his office in the (City 
of New York, for the benefit of the holders of the bonds 
and coupons in United States gold coin of not less than 
the standard of weight and fineness existing on! the 
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date hereof, as now fixed by law, a sum equivalent to 
the amount due on all outstanding bonds for principal 
and interest with interest upon the overdue principal 
and installments of interest at the rate of seven per 
cent (7%) per annum, plus all charges, expenses and 
advances by said Individual Trustee or American 
Bond and Mortgage Company, Inc., or the bondhold¬ 
ers or coupon holders, authorized by this indenture, 
with interest thereon at the rate of seven per cent 
(7%) per annum, plus any moneys due from the Gran¬ 
tor for federal income tax or other taxes, as herein 
provided, and in case the Grantor shall fail to pay the 
same forthwith upon such demand the Individual Trus¬ 
tee in his own name and as Trustee of an express trust 
shall be entitled to sue the Grantor in any court of 
competent jurisdiction in the District of Columbia, or 
elsewhere, and to recover judgment against the said 
Grantor and/or any guarantors (subject to the terms 
of any such guaranty), either one or any of them for 
the whole amount so due and unpaid. The Individual 
Trustee shall be entitled to recover judgment as afore¬ 
said either before or after or during the pendency of 
any proceeding for the enforcement of the lien of this 
indenture and his right to recover any such judgment 
shall not be affected bv any sale hereunder or bv the 
exercise of any other right, power or remedy for the 
enforcement of the provisions of this indenture or by 
the foreclosure of the lien hereof; and in case of a sale 
of the mortgaged property or any part thereof and 
of the application of the proceeds of sale to the pay¬ 
ment of the indebtedness represented by the bonds, 
coupons and claims for interest, the Individual Trus¬ 
tee in his own name and as Trustee of an express trust 
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shall be entitled to receive and to sue for and enforce 
payment of any and all deficiency or amounts then 
remaining due and unpaid upon any or all of the bonds 
then outstanding, for the benefit of the holder tljereof, 
including interest thereon, and upon any advances 
with interest as above set forth, and shall be entitled 
to recover judgment against said Grantor and/ojr said 
grantors (subject to the terms of any such guaranty) 
for any portion of such indebtedness remaining un¬ 
paid, with interest. Xo recovery of any judgment by 
the Individual Trustee and no levy of any execution 
under any such judgment upon property subject fo the 
lien of this indenture or upon any other property shall 
in any manner or to any extent affect or impair the 
lien of the Individual Trustee upon the mortgaged 
property or any part thereof, or any rights, powers 
or remedies of the Individual Trustee hereundjer or 

I 

any rights, powers or remedies of the holders of said 
bonds and coupons as herein defined, but suchj lien, 
rights, powers and remedies shall continue unaffected 
and unimpaired as before. Any moneys thus collected 
by the Individual Trustee under this Section shall be 
applied by the Individual Trustee as and in the man¬ 
ner provided for in Section 4 of this Article. 

Section 7. The Grantor will not any time insist [upon 
or plead or in any manner whatsoever take the benefit 
or advantage of any stay or extension law now br at 
any time hereafter in force, nor will it claim, take or 

j 

insist on any benefit or advantage from any lawi now 
or hereafter in force providing for the valuation or 
appraisement of the mortgaged property or any| part 
thereof prior to any sale or sales thereof to be inade 
pursuant to any provision herein contained, nor will it 
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claim or exercise any right under any law or statute 
now or hereafter in force to redeem said mortgaged 
property or any part thereof, nor will it apply for or 
obtain any order or decree of any court of competent 
jurisdiction for the accomplishing of any of the afore¬ 
said purposes, and it hereby expressly waives all bene¬ 
fit and advantages of any such right or rights, law or 
laws, orders or decrees, and covenants that it will not 
hinder, delay or impede the execution of any power 
herein granted and delegated to the Individual Trus¬ 
tee, but that it will suffer and permit the execution of 
every such power as though no such law or laws had 
been made and enacted. 

Section 8. Whenever under the provisions herein¬ 
above contained it shall have become the duty of the 
Individual Trustee to act, foreclose or sell or to in¬ 
stitute legal proceedings upon the written request of 
the requisite number of bondholders or of holders of 
overdue coupons, or of both holders of bonds and of 
overdue coupons as aforesaid and upon deposit or 
tender of deposit of the requisite number of bonds 
and/or overdue coupons with the Individual Trustee 
and upon tender of indemnity satisfactory to him as 
herein required and the Individual Trustee shall have 
refused or failed to act within ten (10) days after such 
request and tender of indemnity satisfactory to him, 
then and in such case, but under no other condition 
(except as hereinafter provided), the same number of 
bondholders and/or coupons holders who under the 
provisions hereof have the right to demand action by 
the Individual Trustee, may jointly institute such pro¬ 
ceedings in law or equity as the Individual Trustee 
was or is authorized to institute, but for the legal ben- 
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fit of all holders of the bonds and coupons then out¬ 
standing and as shall be authorized by the law! appli¬ 
cable to the District of Columbia. Every holder iof any 
of the bonds hereby secured, including pledges, accepts 
the same subject to the express understanding and 
agreement that every right of action, whether iat law 
or in equity, upon or under this indenture, is |vested 
exclusively in the Individual Trustee as Trustee of an 
express trust, and under no circumstances sh^ll the 
holder of any bond or coupon, or any number op com¬ 
bination of such holders, have any right to institute 
any action at law upon any bond or bonds or anjy cou¬ 
pon or coupons, or otherwise, or any suit or proceed¬ 
ing in equity or at law, except in case of refusal on 
the part of the Individual Trustee to perform ant duty 
imposed upon him by this indenture after request in 
writing by the holder or holders of bonds in aggregate 
face principal amount of at least $10,000 or at least a 
like aggregate amount of overdue interest coupons or a 
like aggregate amount of principal of unpaid outstand¬ 
ing bonds and of overdue interest coupons as iafore- 
said, and except as herein otherwise provided. No 
action at law or in equity shall be brought by or 0n be¬ 
half of, the holder or holders of any bonds or coupons, 
whether or not the same be past due, except by the In¬ 
dividual Trustee or bv a bondholder or bondholders or 

* 

by overdue coupon holders having bonds and/or lover- 
due coupons outstanding and secured hereby of at least 
the aggregate face amount as aforesaid acting tinder 
the provisions of this Section for the benefit of all 
bondholders and holders of coupons, or except as in 
Section 9 of this Article provided. 

Section 9. The holder or holders of bonds that! have 
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matured under any of the provisions of this inden¬ 
ture, or of such matured bonds and/or overdue coupons 
of an aggregate face amount of $10,000 shall have the 
right, option and election (and they are hereby given 
and granted such express right, option and election) 
to serve upon the said Individual Trustee, or his suc- 
sessor, a written request to take any and all lawful ac¬ 
tion or to commence and prosecute any suit, legal or 
equitable, or both, to foreclose or otherwise secure sat¬ 
isfaction and payment of such matured bonds and/or 
coupons so held by them, and have a sale of said mort¬ 
gaged premises (but subject, junior, and subordinate 
to the continuing lien or title, under this indenture for 
the use, benefit and security of the remaining bonds 
which have so matured and the remaining outstanding 
unmatured and unpaid bonds and matured and unma¬ 
tured interest coupons, and of said Individual Trus¬ 
tee), and the Individual Trustee may grant such re¬ 
quest and so proceed and act. In the event of the re¬ 
fusal or failure of the Individual Trustee to so act 
within ten (10) days after such request, and tender of 
indemnitv satisfactory to him, the said holder or hold- 
ers of such matured bonds and/or coupons, who shall 
have made such request, shall have the right, option 
and election (and they are hereby given and granted 
such right, option, and election) to take any and all 
such actions or to commence and prosecute any such 
suit, in his, her, its or their name or names subject to 
the following provisions, which shall also apply to any 
action or proceeding instituted upon their behalf by 
the Individual Trustee: 

(a) The lien of the bonds and/or coupons (upon 
which such request to the Individual Trustee was 
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founded) held by the persons instituting such action or 
proceeding (and the lien of such matured bonds and 
coupons of which the holders thereof shall! subse¬ 
quently join in such action or proceeding as herein¬ 
after provided), or on whose behalf the same shall be 
instituted by the Individual Trustee, and the lijen and 
security of this indenture as to said bonds and/or cou¬ 
pons shall ipso facto by the institution of such aqtion or 
proceeding, or joining therein, be rendered junior, in¬ 
ferior, subject and subordinate to the lien of all other 
bonds and coupons then outstanding secured by this 
indenture, other than the bonds and coupons then out¬ 
standing which may have been theretofore subordi¬ 
nated. ! 

(b) Such action at law or suit in equity and dll pro¬ 

ceedings had thereunder and any and all orders^ judg¬ 
ments, decrees, findings, sales or other proceedings 
had pursuant thereto or thereunder shall in each and 
every instance be made junior, inferior and subordinate 
to the lien of the other bonds and coupons secured by 
this indenture then outstanding (except such aS have 
been theretofore subordinate), and to the lien of this 
indenture as to said other bonds and coupons and to 
any proceedings had or taken under the terms of this 
indenture subsequent to such date. j 

(c) Any and all actions or proceedings so instituted 
shall be had for the equal and proportionate benefit 
of all bonds and/or coupons of like respective maturing 
dates, the holders of which shall have instituted or 
joined in such action or proceedings. The proceeds of 
any sale of mortgaged property had, pursuant to the 
provisions of this Section, shall be applied and dis¬ 
posed of as provided in Section 4 of this Article, ex- 
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eept that the distribution provided for in sub-para- 
graph (d) of said Section 4 shall be only to and among 
the persons referred to above in this sub-paragraph (c). 
The provisions of Section 5 of this Article shall apply 
to any such sale, except that the bondholdei’s therein 
mentioned shall be restricted, in the event of a sale 
under the provisions of this Section to the persons re¬ 
ferred to above in this sub-paragraph (c). 

(d) In the exercise of the right, option, and election 
in this Section made and created, such holders of such 
bonds and coupons so overdue, or said Individual Trus¬ 
tee, shall have the right to make advances for taxes, 
assessments, insurance, repairs and otherwise as herein 
provided, and to recover for such advances, with in¬ 
terest as herein otherwise provided, and shall also have 
and recover attorneys’ and counsel fees incurred in 
such proceedings and shall have as herein otherwise is 
provided the right, power and authority to have a re¬ 
ceiver appointed to have possession of the mortgaged 
property with all the powers and duties of such re¬ 
ceiver as is herein otherwise specified, and on appli¬ 
cation for such appointment, the Company hereby con¬ 
sents to the appointment of a Receiver at and upon the 
commencement of such suit or action, and waives 
notice thereof. 

(e) In the event that, at any time prior to judgment, 
decree of sale, in proceedings brought under the pro¬ 
visions of this section, the Individual Trustee or the 
requisite number of bondholders should elect to de¬ 
clare all of the outstanding bonds and/or coupons 
instituting any action at law or in equity or joining 
therein under the provisions of this section, shall be 
restored to the rights of all other holders of bonds and 
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/or coupons hereunder to the same extent as if such 
last mentioned action or proceeding had not been in¬ 
stituted, and any fund in the hands of a receiver ap¬ 
pointed in any such last mentioned suit or proceeding, 
to the extent that such funds may be available for pay¬ 
ment on account of the interest and principal o£ bonds 
secured hereby, shall in such event be turned over to 
the Individual Trustee or to the Receiver, if gny ap¬ 
pointed in any subsequent action or proceeding insti¬ 
tuted for the benefit of all bondholders. 

(f) All of the other provisions of this indenture 
shall, insofar as the same are consistent with thk terms 
of this section, apply to foreclosure brought under the 
provisions of this section. 

(g) Every remedy, right and/or privilege provided 
for under this section may be exercised from time to 
time and as often as occasion therefor may arise, sub¬ 
ject only to the restrictions, limitations and conditions 
hereinabove in this section contained, and any num¬ 
ber of said proceedings or actions may be instituted 
simultaneously or successively and/or carried on con¬ 
currently siibject as hereinbefore provided. 

Section 10. No holder of any bond or coupon, lor any 
number of combination of such holders, shall halve any 
right to institute any action at law against any guar¬ 
antor upon any guaranty except upon the request in 
writing to the Individual Trustee and tender of indem¬ 
nity satisfactory to him by the requisite number of 
bondholders or of holders of overdue coupons or both 
holders of bonds and of overdue coupons, as hereinbe¬ 
fore in Article VIII provided and the deposit or tender 
of deposit of the requisite number of matured Ronds 
and/or overdue coupons with the Individual Trustee, 
and the Individual Trustee shall have refused or failed 
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to act within five days after such request and tender of 
indemnity. Provided, However, that nothing herein 
written shall preclude or be construed as a prohibition 
against or to prevent a holder or holders of bonds se¬ 
cured hereby having a face principal amount of not 
less than 50% of the aggregate of bonds which have 
matured on the same date under any of the provisions 
of this indenture from enforcing or seeking to enforce 
in any lawful proceeding the liability of any such 
guarantors. 

Section 11. In case the Individual Trustee or bond¬ 
holders or coupon holders shall have proceeded to en¬ 
force any right under this indenture, by foreclosure, 
entry or otherwise, and such proceedings shall have 
been discontinued or abandoned for anv reason or 
shall have been determined adverselv to the Individual 
Trustee, and/or the bondholders and/or the coupon 
holders, then and in every such case the Grantor and 
the Individual Trustee and bondholders and/or coupon 
holders shall be restored to their former positions and 
rights hereunder. 

08. That because of the adverse interests of the 
trustee, Charles 0. Moore, the said Charles C. Moore 
being a director and treasurer of defendant Mayflower 
Hotel Company, and his fraudulent acts and conspir¬ 
acy- with the subordinate lien holder, and his antagon- 
istic and adverse interests to the second mortgage 
bond holders, as herein alleged, his, the said Charles 
C. Moore’s, rights under the deed of trust have been 
forfeited, terminated, and nullified, and that therefore 
it is futile and unnecessary to make a demand, and as 
plaintiffs are holders of more than $10,000 of said 
bonds and past-due and unpaid interest coupons, said 
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mortgagor having defaulted as to all of the above- 
mentioned conditions, and such defaults having con¬ 
tinued for more than thirty days prior to the com¬ 
mencement of this suit, have declared the| whole 
amount of the said second mortgage bond issue to be 
due and payable forthwith, and are filing this bill for 
the foreclosure of said trust deed or mortgage for the 
benefit of themselves and of each and every owiier and 
holder of any other bond or bonds and past-due cou¬ 
pons of said issue, similarly situated. 

39. That no proceedings at law or suits in I equity 
have been commenced for the benefit of any of plain¬ 
tiffs or other bond holders in like situation,! or, as 
plaintiffs are informed and believe, and therefore al¬ 
lege, by any other holders of any of the bonds ^ecured 
by said indenture or of any coupons attached thereto, 
to enforce the payment of the same so covenanted to 
be paid by the defendant Mayflower Hotel Company 
under the terms of said indenture. 

40. Plaintiffs allege that all of the defendants;Moore 
are stockholders and/or officers of the defendant 
American Bond and Mortgage Company, Inc., the de¬ 
fendant American Safe and Deposit Company, the de¬ 
fendant Mayflower Hotel Company, the defendant 
Mayflower Hotels Management Corporation, tjhe de¬ 
fendant Mayflower Hotels Corporation of Arperica; 
and that as such stockholders and officers thje said 
Moores are personally interested in the business and 
profits of each and every of said defendant corpora¬ 
tions, and that bv reason of the interest of the said 
Charles C. Moore in said corporations, the said Cjharles 
C. Moore has lost all of his rights and privileges as 
trustee under the said indenture, because of his adverse 
interests to plaintiffs and all others in like situation. 
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41. Plaintiffs further allege that by reason of the 
above and foregoing facts, and by reason of the con¬ 
spiracy and fraud being practiced by the said Charles 
C. Moore, trustee of said second mortgage bond issue, 
that the security of plaintiffs’ bonds and that of the 
owners and holders of other bonds in like situation 
has been depreciated and wasted, and that the prop¬ 
erty is now unprotected, and that under the said in¬ 
denture sought to be foreclosed the bond holders are 
entitled to receive all rents, incomes, and profits from 
said property, but that said rents, incomes, and profits, 
by reason of said fraudulent scheme and conspiracy, 
are not being used for the benefit of plaintiffs and all 
other bond holders in like situation, nor for the benefit 
of the bond holders of the first bond issue. 

42. And that bv reason of the fraudulent schemes 
and conspiracies as set forth herein, against the in¬ 
terests of plaintiffs and all other owners and holders 
of the second mortgage bonds under said indenture, in 
like situation, and his aforesaid adverse interests to 
them, the said Charles C. Moore, as trustee under said 
indenture, has wholly lost all rights and privileges 
which he had or may have under said indenture, and 
that plaintiffs, for the benefit of themselves and all 
others in like situation, have, under the law, good right 
to bring this suit for foreclosure of said mortgage in¬ 
debtedness. 

43. Plaintiffs further allege that the defendants, 
Mayflower Hotels Corporation of America, Mayflower 
Hotels Management Corporation, The Mayflower, Inc., 
American Bond and Mortgage Company, American 
Trust and Safe Deposit Company, William J. Moore, 
Hattie K. Moore, Harold A. Moore, Kenneth W. Moore, 
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Kathryn K. Moore, and Charles C. Moore, have, or 
claim to have, some interest in, or claim upon, the 
aforesaid mortgaged property or some portion thereof, 
which interest or lien, if any they have, has accrued 
subsequently to the lien of this said mortgage, gnd that 
such interest, if any they have, is subordinate to the 
interest of your plaintiffs and all others in likp situa¬ 
tion. 

I 

44. Plaintiffs allege that the said mortgage jor deed 
of trust is a second lien upon the property described 
in said mortgage or deed of trust, and that the defend¬ 
ant Mayflower Hotel Company has failed and Refused, 

I 

and still refuses, to pay said coupons and interest due 
plaintiffs and other bond holders and/or coupons hold¬ 
ers under the terms of said trust deed or mortgage as 
hereinbefore set forth; and has failed and refusjed, and 
still fails and refuses to make any payments; in the 
sinking fund; that the mortgaged property is] inade¬ 
quate security for the debt secured by the mortgage 
to the plaintiff. 

45. That the mortgaged premises can be operated 
so as to bring in certain rents, incomes, and profits, 
which rents, incomes, and profits should be applied to 
the payment of taxes, insurance, principal, anc| inter¬ 
est of the first mortgage indebtedness, and principal 
and interest of the second mortgage indebtedness; that 
the onlv source from which the holders of the labove- 

* I 

described bonds and such bonds as are secured iby the 
trust deed or mortgage bond sought to be foreclosed, 
can expect payment of the principal and interest on 
said bonds is from the mortgaged premises, apd that 
the premises, if sold in the usual manner of decree of 
foreclosure, will not bring in an amount sufficient to 
pay said bond holders. 
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46. That the rents, incomes and profits aforesaid 
from the mortgaged premises should be impounded and 
sequestered by this Court to be applied toward the pay¬ 
ment of the principal and interest of the two mortgage 
indebtedness and costs and attorneys’ fees incident to 
said foreclosure suit. 

47. That in and by said trust deed or mortgage, its 
is provided that in the event of the filing of any bill to 
foreclose said trust deed, the complainant shall imme¬ 
diately and without notice be entitled to the appoint¬ 
ment of a receiver or receivers of the mortgaged 
property and of the rents, issues, incomes and profits 
therefrom, with the usual powers of the receivers in 
such cases, and said receiver or receivers may be con¬ 
tinued in possession of said property during the pen¬ 
dency of such foreclosure suit, and until said property 
shall be relieved from such receivership, by a court 
of proper jurisdiction, and that said receiver or re¬ 
ceivers, under the proper orders of the Court appoint¬ 
ing such receiver or receivers, may continue to operate 
said property; that in the event of the appointment of 
a receiver or receivers of the mortgaged property and 
of the rents, issues, income, and profits thereof, or the 
taking possession of said mortgaged premises by the 
trustee, or otherwise, under the terms and conditions 
of said trust deed or mortgage, the rents, issues, in¬ 
comes, and profits of said mortgaged property shall 
be deemed and considered a part of the mortgaged 
property included in and covered by the said trust deed 
or mortgage. 

48. That the said property includes a large modern, 
well-constructed and well furnished hotel in Washing¬ 
ton, District of Columbia, which can be operated 
profitably, and that if the property is well managed, 
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it can be made to pay all operating expenses, and, in 
addition, a substantial amount could be applied| on the 
mortgage indebtedness, and that if the presept title 
holder is allowed to operate said property, and pending 
the foreclosure of said mortgage herein sought to be 
foreclosed, serious and irreparable injury will result 
to your plaintiffs and other bond holders similarly situ¬ 
ated, but if a receiver is appointed forthwith pnd the 
said property is operated under the orders of this Hon¬ 
orable Court, by proper and efficient operation of said 
hotel, it will produce a very substantial income.! 

49. It is further alleged that, in addition jto the 
amount due plaintiffs by defendant Mayflower Hotel 
Company, for principal and interest of the bonds held 
by them, there is due plaintiffs for the costs necessary 
and incident to said foreclosure suit, and plaintiffs 
have become indebted and have agreed to pay tb their 
attorneys of record reasonable attorneys’ feesj, to be 
fixed by this Honorable Court, for their services ren¬ 
dered and to be rendered, necessary and incidental to 
said foreclosure suit, all of which the defendant Mav- 
flower Hotel Company has agreed to pay, and which, 
under said indenture, becomes a first lien upon the 
mortgage premises and upon the rents, issuejs, and 
profits therefrom. 

Wherefore, plaintiffs pray judgment: ; 

1. That the rights of plaintiffs and all other! credi¬ 
tors of the defendant Mayflower Hotel Company ma? 
be ascertained, decreed, and determined; thht the 
Court administer the fund in which the plaintiffs are 
interested, constituting all of the property and ^assets 
of the said named defendant, whether real, personal 
or mixed, in accordance with the rights, equities, liens, 
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and priorities, if any, existing therein; and that this 
Court decree and enforce the rights, equities, liens and 
priorities of the creditors of the said defendant as the 
same may be finally ascertained and adjudged by this 
Court. 

2. That for the purpose of preserving intact the 
properties and assets of the defendant Mayflower 
Hotel Company, a receiver or receivers be appointed 
of all the properties and assets of said defendant May¬ 
flower Hotel Company,whether real, personal, or mixed 
and of whatever kind and description, as lie within the 
jurisdiction of this Court, with the usual powers of re¬ 
ceivers in like cases, with full power to sue for, collect 
and receive and take into his or their possession, 
goods, chattels, effects, lands, tenements, books, pa¬ 
pers, property and assets of every description, and of 
all kinds, of the defendant Mayflower Hotel Company, 
and with all of the incident powers resting in receivers 
in like cases, and with full power and authority to op¬ 
erate the property and assets of the defendant May¬ 
flower Hotel Company; and continue and carry on the 
business now carried on by the said defendant, May¬ 
flower Hotel Company; and to collect and receive all 
of the rents, issues and profits thereof, and to apply 
said rents, issues and profits to the expense of con¬ 
ducting the business, and for such other purposes and 
for such other period of time that this Court may 
order, to protect and preserve the corporate fran¬ 
chises, rights, privileges, property and business of de¬ 
fendant, Mayflower Hotel Company; and to protect 
and preserve the property, assets and business of the 
defendant Mayflower Hotel Company from being sac¬ 
rificed under any proceeding which can or may be 
taken, liable to prejudice or sacrifice the same, and to 


61 


Appendix A. 

do any or all acts and things which may be necessary 
and advisable to preserve the property, assets, 'rights, 
privileges, franchises, and business of the defendant, 
Mayflower Hotel Company; or as may be otherwise 
requisite or proper. 

3. That at such time as may be found just and 
proper, the property, assets, business and franchises 
of defendant, Mayflower Hotel Company may ibe or¬ 
dered to be sold, in whole or in part, in such njianner 
and upon such terms and conditions as this court may 
deem just and equitable, and that any such ordej' shall 
make proper and just provision for the protection of 
all equities, rights, priorities, claims and liens of cred- 

I 

hors of the defendant Mayflower Hotel Company, and 
shall provide for the sale of the property, assets and 
business of the defendant Mayflower Hotel Company, 
subject to, or free from and clear from any and all 
liens or encumbrances, in whole or in part, in} such 
manner and upon such terms and conditions as this 
court direct, and that the proceeds of any such sale 
may be distributed among those entitled therejto as 
this Honorable Court may adjudicate, or that thejprop- 
erties of defendant Mayflower Hotel Company may be 

j 

returned to it; and that the plaintiffs may have such 
other, further and different relief in the premises as 

J 

to this court may seem proper, and as may be neces¬ 
sary fully to protect and enforce the rights andiequi- 
ties of the plaintiffs and of all creditors and stock¬ 
holders of the defendant Mayflower Hotel Compjany. 

4. That temporarily and pending this suit, an in- 

i 

junction may issue against the defendant Mayflower 
Hotel Company, and all of its creditors, stockholders 
and all persons claiming or acting by, through o}r un- 
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dor it, to restrain them or any or all of them, from in¬ 
terfering in any manner with said receiver or receivers 
taking possession of the property and assets of the 
defendant Mayflower Hotel Company, and carrying on 
and conducting its business, and that all persons, as¬ 
sociations and corporations be enjoined from insti¬ 
tuting, commencing or prosecuting any action or pro¬ 
ceeding against the defendant Mavflower Hotel Com- 
puny, or from entering judgments, levying executions 
upon, attaching, or intermeddling with, or taking pos¬ 
session of, any property and assets of the defendant 
Mayflower Hotel Company, and that plaintiffs may 
have such other and further relief in the premises as 
the needs of the case may require and as may be agree¬ 
able to equity. 

5. That pending this suit, all sheriffs, marshal, con¬ 
stables, coroners and other judicial officers be re¬ 
strained from executing, issuing, or causing the exe¬ 
cution or issuance, or the attaching of, or the repos¬ 
sessing of, or otherwise proceeding in any manner 
against the property and assets of the defendant, May¬ 
flower Hotel Company, herein, or in the possession of 
the receive* - to be appointed, and from doing any act 
or thing whatsoever which will interfere with the pos¬ 
session or management by the receiver of the prop¬ 
erty and assets or the business of the defendant. 

6. That the defendants, their agents, attorneys and 
employees, be restrained and enjoined from taking 
any steps to consummate, put into operation, effect 
and carry out said plan of reorganization described 
in Exhibit D of this Bill of Complaint, and from using 
any of said second mortgage gold bonds, deposited by 
any of said bond holders, in aid of or in connection 
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with carrying out said plan of reorganization, or any 
other plan similar thereto, or from using said bonds 
so deposited in the purchase of and in payment for 
said real estate secured by said second mortgage gold 
bonds and from participating in any such sale or any 
postponement thereof, and/or purchase, and/or dis¬ 
position of said real estate in aid of and for the pur¬ 
pose of consummating said plan of reorginizatjion or 
any other plan similar thereto pending the further 
order of this court. 

7. That pending the determination of this couH, the 
defendant Charles C. Moore, be restrained add en¬ 
joined from directly or indirectly, selling, granting, 
mortgaging, alienating, disposing or intermeddling in 
any manner with the real property in said Bill of 
Complaint described; and pending the further '.order 
of this court, the defendant Charles C. Moore,i indi¬ 
vidual trustee, or his successor, and American Trust 
and Safe Deposit Company, Corporate Trustee,| their 
servants, agents or attorneys, and each of them, be 
restrained or enjoined from conducting any auction 
sale or a real estate sale secured by a second mort¬ 
gage or trust deed; and from contracting to sell or 
otherwise disposing of said property in accordance 
with second mortgage or trust deed indenture or other¬ 
wise. 

7-a. That, inasmuch as the matter is urgent! and 
does not admit of a notice of a motion for a preliminary 
injunction, that a temporary order may issue to enjoin 
all the matters set forth in Paragraphs 4, 5, 6, and 7 of 
this prayer for relief. 

8. That this Honorable Court remove the said 
Charles C. Moore as Individual Trustee and American 

i 

i 

i 

i 


i 

i 

! 

i 

i 
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Safe and Deposit Company, Corporate Trustee, as trus¬ 
tees in said second mortgage or trust deed indenture. 

9. That the court order the defendants to account 

for and pay into the court, for the benefit of all persons 

entitled thereto, any and all moneys, profits, or other 

assets received bv them or anv of them as a result of 

1 * 

the refinancing the encumbrances on said Mayflower 
Hotel, or otherwise. 

10. That the Court decree that all bonds and coupons 
referred to in the bill of complaint, and which are the 
basis of this foreclosure suit are past due and payable. 

11. An account be taken of said property in the Dis¬ 
trict of Columbia, subject to the lien of said mortgage 
or trust deed, and that said mortgage or trust deed may 
be decreed to be a valid lien upon the rents, issues, and 
profits therefrom, subject only to the lien of $7,500,000 
in the Bill of Complaint described. 

12. That an account be taken of the bonds and 
coupons secured by said indenture, and of the amounts 
due on said bonds for principal and interest, or other¬ 
wise, and for the amounts expended as costs in this suit 
by plaintiffs, including reasonable attorneys’ fees for 
plaintiffs’ attorneys, and that the said defendant May¬ 
flower Hotel Company may be decreed to pay to plain¬ 
tiffs, and all other bond holders and/or coupon holders 
and all others in like situation, all expenses, including 
reasonable attorneys’ fees and costs found to be due on 
such accounting by the Court assessed, within a time 
to be fixed by the Courts, and that in default of said 
payment, the mortgaged property may be sold as the 
Court shall direct to satisfy the amounts so found to 
be due and costs; that in case of such sale, the defend¬ 
ants and all persons claiming through or under them 
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i 

i 
i 

may be forever barred and foreclosed of all rights and 
equity of redemption of said mortgaged property, and 
that possession of the property so sold to be delivered 
to the purchaser. 

13. That at such sale, any bond holder or bond hold¬ 
ers, or committee of bond holders, or either of | them, 
may bid for and purchase said property and upoi^t com¬ 
pliance with the terms of sale may wholly retain pos¬ 
session and control of such property in their ownj abso¬ 
lute right without further accountability. 

14. That in the event the proceeds of sucli sale 

shall not be sufficient to satisfy in full the decree to 
be rendered in this suit, your plaintiffs may have a 
decree against the defendant Mayflower Hotel Com¬ 
pany for the deficiency. j 

15. That a writ of subpoena may be granted to the 
plaintiffs, to be directed to the defendants, thereby re¬ 
quiring said defendants to be and appear on a certain 
day before this Honorable Court and then and ithere 
make such answer to all and singular the premises, but 
not under oath, such answers under oath being ex¬ 
pressly waived, and further to perform and abide by 
such further order, direction and decree thereof as to 

1 i 

this Court shall seem meet. 

16. That plaintiffs be given such other and further 
relief as to this just Court seems equitable in the 

premises. j 

| 

Mabel Walker Willebrandt, j 
739 Shoreham Building! 

Attorney for plaintiffs. 
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DISTRICT OF COLUMBIA, ss: 

George R. Ellis, being duly sworn, says that he is 
one of the plaintiffs in the foregoing Bill of Com¬ 
plaint; that the bill is true of his own knowledge, ex¬ 
cept as to matters therein alleged on information and 
belief, and as to those matters he believes it to be true. 

George R. Ellis. 

Subscribed and sworn to before me this 19 day of 
May, 1931. 

(Notarial Seal) Wm. Montgomery Smith, 

Notary Public in and for the District of Columbia. 


I 
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EXHIBIT A 

NEW ISSUE PRELIMINARY CIRCULAR 

(Subject to Correction) 

$7,500,000.00 ! 


MAYFLOWER HOTEL 


Connecticut Avenue, DeSales & 17th Street^ 
Washington, D. C. 

First (Closed) Mortgage Fee 20-Year Sinking Fund 
6% Bonds to be dated: March 31st, 1928—Interest from 
April 1st, 1928. 

To be due: April 1st, 1948 

Principal and semi-annual interest due October l$t and 
April 1st payable at Chatham Phenix National Bank 
and Trust Company, New York City and Union (Trust 
Company, Chicago, Illinois. Callable as a whole or in 
part on any interest date, upon 30 days’ notice tp and 
including April 1st, 1933, at 102 and accrued interest; 
thereafter, to and including April 1st, 1938, at 101)4 
and accrued interest; thereafter, to and including Octo¬ 
ber 1st, 1946, at 101 and accrued interest ; thereafter at 
par and accrued interest. Interest payable without de¬ 
duction for normal federal income tax not exceeding 
2% per annum. Refund of District of Columbia five 
mills tax and certain state taxes to resident holders 

I 

upon written application will be provided in the mort¬ 
gage. Bonds in coupon form with privilege of regis¬ 
tration as to principal. Individual Trustee: Charles C. 
Moore. 
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CORPORATE TRUSTEE 

Chatham Phenix National Bank and Trust Company, 

New York 

TITLE INSURANCE 
New York Title & Mortgage Company 
SINKING FUND 

The Trust Deed will pro\’ide for monthly payments 
beginning April 1st, 1931, to the credit of sinking fund 
to be made bv the Owner to the Trustee in amounts 
sufficient to retire at par $2,500,000.00 of bonds on or 
before April 1st, 1948. 

Funds deposited in the sinking fund will be applied 
from time to time to the purchase of bonds from the 
holders thereof, or in the open market, and any unex¬ 
pended balance, if more than $10,000.00 will on the 
first days of October and April in each year, begin¬ 
ning October 1, 1931, be used for the redemption of 
outstanding bonds at the then existing call price, upon 
proper notice, and if redeemed thereafter, than at par 
and accrued interest. 

MONTHLY PAYMENTS OF INTEREST 

In accordance with the terms of the mortgage, 
monthly installments on account of semi-annual inter¬ 
est payments will be paid to the Chatham Phenix Na¬ 
tional Bank and Trust Company, New York, Trustee. 


I 
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THIS 


LEGAL DETAILS IN CONNECTION WITH 
ISSUE UNDER SUPERVISION OF MESSRS. 
STODDARD & MARK, NEW YORK. 

| 

Denominations: $1000, $500, $100 

i 

i 

| 

Price: 100 and accrued interest to yield 6% 
(Subject to change) 

AMERICAN BOND & MORTGAGE COMPANY 
Established 1904 Incorporated 

i 

l 

j 

Capital and Surplus Over $9,000,000 


127 North Dearborn Street 
Chicago 


345 Madison Avenue 
New York 


Offices in over thirty principal cities 


The following has been summarized from letter of 
Ma 3 T flower Hotel Company, Owners: 

SECURITY | 

These bonds will be secured by closed first mortgage 
on land owned in fee fronting 186.87 feet on Connecti¬ 
cut Avenue, 455.73 feet on DeSales Street and 140 
feet on Seventeenth Street, Washington D. C.,i com¬ 
prising a total area of approximately 64,606 square 
feet, and the building located thereon and the furni¬ 
ture, furnishings and equipment. 

I 

i 

i 
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BUILDING 

The Mayflower Hotel, completed and opened in Feb¬ 
ruary, 1925, was designed by Warren and Wetmore, a 
nationally known firm of architects who designed the 
Ritz Carlton, Ambassador, Vanderbilt and Biltmore 
Hotels and Grand Central Station, New York, and by 
R. F. Beresford, a prominent Washington Architect. 

The main section of the hotel on Connecticut Ave¬ 
nue is eleven stories and basement in height, and the 
section fronting on DeSales Street and 17th Street is 
eight stories with basement and sub-basement. The 
hotel contains 1039 rooms exclusive of public and dis¬ 
play rooms. 

The layout of rooms as regards light and air and 
flexibility of room arrangement is excellent, accom¬ 
modations ranging from single or double rooms to 
suites and apartments of two to ten rooms. AH rooms 
face on one of three street frontages or on light wide 
courts. 

The construction of the building is steel, reinforced 
with concrete, the exterior being finished in rough 
face brick, with limestone trim on all walls. 

In furnishings and appointments, the Mayflower 
stands unique among the hotels of the country, for 
perhaps no other hotel has ever been as elaborately 
furnished and effectively appointed, representing an 
original investment in furnishings in excess of $1,500,- 
000. Many international travelers have proclaimed 
the Mayflower the finest hotel in the world. 

LOCATION 

The Mayflower is ideally located in Washington for 
an ultra-high grade hotel. Fronting on Connecticut 
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Avenue, the Mayflower is on the main thoroughfare 
connecting the fashionable residential section of the 
Northwest, with the business district and the govern¬ 
mental administration buildings. Convenient to every¬ 
thing in Washington, the Mayflower is, however, re¬ 
moved some four or five squares from the noisy, tur¬ 
bulent business section. 

The better shops and department stores in Wash¬ 
ington are being forced out of their present locations 
by the encroachment of cheap stores and the trend of 
the better shopping district is definitely to Connecti¬ 
cut Avenue (the upper Fifth Avenue of Washington), 
portuning considerable enhancement of property val¬ 
ues for this thoroughfare. 


VALUATION 

This property has been appraised by the following 
competent disinterested appraisers as follows: i 

i 

LAND, BUILDING, FURNITURE, FURNISHINGS 
AND EQUIPMENT 
Harry Wardman, President, Ward- 
man Construction Company, Inc., has 
appraised the land, building, equip¬ 
ment, furniture and furnishings as a 
going enterprise at .$12,600^000.00 

LAND AND BUILDING 

Lockwood, Greene and Company, Inc., 

New York, have appraised the market 
value of the land and building, exclu¬ 
sive of furnishings and furniture at.. $ll,000,b00.00 
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LAND 

Weaver Brothers, Inc., Realtors, 


Washington, D. C. $2,584,240.00 

Harry Wardman, President, Ward- 

man Construction Company. $2,745,755.00 


QUALIFICATION OF APPRAISERS 

Mr. Harry Wardman is President of Wardman Con¬ 
struction Company, which company has constructed 
numerous hotel and apartment house properties in 
Washington, D. C. He is also President of the com¬ 
panies owning and operating the Wardman Park Hotel 
and the Carlton Hotel, two of Washington’s leading 
hotel properties. 

Lockwood, Greene and Company, Inc., is a nation¬ 
ally known firm of appraisers and engineers. 

Mr. John L. Weaver of Weaver Brothers, Inc., is 
Ex-President of the National Association of Real Es¬ 
tate Boards. 

INCOME 

The entire property has been leased from February 
16th, 1927, to and including December 31st, 1951, to the 
Mayflower Hotels Corporation of America, at a grad¬ 
uated annual rental. The rental increases to $900,- 
000.00 in 1934, the maximum annual rental, for an 
average annual rental during the term of this bond 
issue of approximately $860,000. The lease provides 
that the lessee shall pay operating expenses, insurance 
and taxes and maintain the property, furniture and 
fixtures in a condition of the present high standard. 

The hotel was opened to the public in the early part 
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of 1925 and has shown a steady increase in occupancy 
and operating profit. The revenue of the Mayflower 
Hotels Corporation of America, in addition to the ren¬ 
tal of the rooms and apartments, is also derived from 
its catering facilities, concessions, restaurants^ coffee 
shop, laundry, etc. 

The average occupancy for 1927 was 54%j. For 

j 

January, 1928, the hotel showed an average occupancy 
of 66.5%, in February 68.8% and 71.5% in March. 
Messrs. Crockett, Couehman & Crawford, Members of 
American Institute of Accountants, estimate the an- 

i 

nual net profits, based on seventy per cent ropm oc- 

I 

eupancy, to be $1,017,500.00 before depreciatiqn, but 
after provision for repairs and maintenance, real es¬ 
tate and personal property taxes and insurance.; This 
amount is considerably in excess of the largest annual 
rental under the lease. 

I 

i 

HOTEL DEMAND IN WASHINGTON! 

Washington is the most unique large city in the 
United States and enjoys stable business conditions. 
With no manufacturing or industrial activity,; it is 
nevertheless modern and prosperous, for here i is lo¬ 
cated one of the largest international businesses of 
the world—the United States Government. 

The annual budget of this great business is approxi¬ 
mated one billion dollars. The activity of the! Fed- 
* ! 

eral government has been constantly increasing and 
the ever extending arm of government control has af¬ 
fected practically every important business iri the 
United States. The Internal Revenue Department, In¬ 
terstate Commerce Commission, Shipping Board, 


I 

j 

i 

i 


I 
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Radio Commission, Department of Labor, etc., are 
branches of the Federal government with which exec¬ 
utives, attorneys and accountants find it increasingly 
important to maintain close contact. To do business 
with the government one must come to the govern¬ 
ment. 

Washington is as well, the seat of international so¬ 
ciety in this country, and in Washington as in no other 
city, is found the ultra-smart social life of the United 
States. 

In short, in Washington is found every condition 
that goes to make up an ideal situation for an ultra- 
high grade hotel. First, a back ground of local wealth 
to give that support necessary to its public space and 
public service departments, such as restaurants, ban¬ 
quet halls, ballrooms and private dining rooms. Sec¬ 
ond—a citv with ever increasing business activity of 
a stable, dependable character. Third—a city attract¬ 
ing a traveling public of a high standard of living, de¬ 
manding the best and able to pay for it. Fourth—the 
national capital of the United States, where every pa¬ 
triotic American desires to visit in preference to any 
other city in the country. 


MANAGEMENT 

The operation of the Mayflower Hotel will continue 
under the personal supervision of Mr. Daniel J. 
O’Brien, President of the Mayflower Hotels Corpora¬ 
tion of America. Mr. O’Brien has been connected with 
the Mayflower from the time of its opening and has 
brought to the Hotel the successful methods of opera¬ 
tion gained from the management of some of the lead¬ 
ing hotels in the United States. 
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I 

i 

CAPITALIZATION ! 

I 

The capitalization of the Mayflower Hotel Company, 
after giving effect to the financing to be outstanding, 
will be substantially as follows: 

i 

First (closed) Mortgage Fee 20-Year 

Sinking Fund 6% Bonds (this issue) . .$7,500,000.00 
20-Year 6*4% Second Mortgage Bonds.. 2,400,000.00 
7% Cumulative Preferred Stock ($100 j 


Par) . 1,100,000.00 

Common Stock (no par) .80,000! shares 


The title to the property is in the name of thje May¬ 
flower Hotel Company. The majority of the stock of 
Mayflower Hotel Company and all of the stock of the 
Mayflower Hotels Corporation of America is jowned 
by American Bond and Mortgage Company, Inc. 

PURPOSE OF ISSUE I 

I 

. [ 

The proceeds from the sale of these bonds will be 

used by the company for the retirement of the present 
outstanding mortgage indebtedness bearing higher 
coupon rate, and for other corporate purposes, j 

By reason of the large volume of business done by 
this company an investor is ordinarily assured of a 
ready market for his securities in case he may wish to 
dispose of his holdings. 

The information contained in this circular, although 
not guaranteed, has been obtained from sources Which, 
we believe, insure its accuracy. We offer these ;bonds 
when, as and if issued and received by us and spbject 
to the approval of counsel. 


i 
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AMERICAN BOND & MORTGAGE COMPANY 
Established 1904 Incorported 

Capital and Surplus Over $9,000,000 

43-47 Federal Street Boston, Mass. 

Telephone Liberty 9200 

New York Philadelphia Detroit Cleveland 
St. Louis Chicago Rockford Columbus 

Minneapolis Elmira Grand Rapids 
Davenport Svracuse Albanv 

Buffalo 


AN OLD RESPONSIBLE HOUSE 

NEW ISSUE PRELIMINARY CIRCULAR 

(Subject to Correction) 

$2,400,000.00 

MAYFLOWER HOTEL 
Connecticut Avenue, DeSales & 17th Streets 

Washington, D. C. 

6y 2 % Second Mortgage 20-Year Sinking Fund Bonds 

To be dated: March 31st, 1928—Interest from April 
1st, 1928 

To be due: April 1st, 1948 
Principal and semi-annual interest due October 1st and 
April 1st payable at Chatham Phenix National Bank 
and Trust Company, New York City and Union Trust 
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Company, Chicago, Illinois. Callable as a whole or in 
part on any interest date, upon 30 days’ notice! to and 
including April 1st, 1933, at 102 and accrued interest; 
thereafter, to and including April 1st, 1938, at 101>4 
and accrued interest; thereafter, to and including Octo¬ 
ber 1st, 1946, at 101 and accrued interest; thereafter at 
par and accrued interest. Interest payable without de¬ 
duction for normal federal income tax not exceeding 
2% per annum. Refund of District of Columbia five 
mills tax and certain state taxes to resident holders 
upon written application will be provided in the mort¬ 
gage. Bonds in coupon form with privileges of reg¬ 
istration as to principal. Individual Trustee: Charles 
C. Moore. | 

I 

I 

CORPORATE TRUSTEE I 

American Trust & Safe Deposit Company, Chicago, Ill. 

TITLE INSURANCE | 

i 

New York Title & Mortgage Company j 

j 

SINKING FUND | 

The Trust Deed will provide for monthly payments 

beginning April 1st, 1931, to the credit of a sinking 

fund to be made by the Owner to the Trustee in 

* 

amounts sufficient to retire at par $1,500,000.00 of bonds 
on or before April 1st, 1948. 

Funds deposited in the sinking fund will be applied 
from time to time to the purchase of bonds from the 
holders thereof, or in the open market, and any Unex¬ 
pended balance, if more than $10,000.00 will oh the 

! 

first days of October and April in each year, begin- 
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ning October 1st, 1931, be used for the redemption of 
outstanding bonds at the then existing call price, upon 
proper notice. 

MONTHLY PAYMENTS OF INTEREST 

In accordance with the terms of the mortgage, 

monthly installments on account of semi-annual inter- 
* 

est payments will be paid to the Corporate Trustee. 

LEGAL DETAILS IN CONNECTION WITH THIS 
ISSUE UNDER SUPERVISION OF MESSRS. STOD¬ 
DARD & MARK, NEW YORK. 

Demoninations: $1000. $500, $100 

Price: 100 and accrued interest to yield 6 : / 2 % 
(Subject to change) 

AMERICAN BOND & MORTGAGE CO. 

Established 1904 Incorporated 

Capital and Surplus Over $9,000,000 

127 North Dearborn Street 345 Madison Avenue 

Chicago New York 

Offices in over thirty principal cities 

PROPERTY 

The Mayflower Hotel Company owns in fee the land 
measuring 186.87 ft. on Connecticut Avenue, 455.73 
ft. on DeSales Street and 140 ft. on Seventeenth 
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Street, comprising a total area of approximately 64,- 
606 square feet, upon which is located the Mayflower 
Hotel, Washington, D. C. 

The main section of the hotel on Connecticut Ave- 

I 

nue is eleven stories and basement in height ahd the 
section fronting on DeSales Street and on Seveiiteenth 
Street is eight stories, basement and sub-basement. 
The building contains 1,039 rooms exclusive pf the 
public and display rooms. 

SECURITY AND VALUATION 

I 

These bonds in the opinion of counsel, will ;be se¬ 
cured by a closed mortgage on the land and building 
owned in fee, above described, together with furhiture, 
furnishings and equipment, subject to a total first 
mortgage indebtedness of $7,500,000.00. 

This property has been appraised by the following 
competent disinterested appraisers as follows: 

! 

LAND, BUILDING, FURNITURE, FURNISHINGS 
AND EQUIPMENT 

Harry Wardman, President, Wardman 
Construction Company, Inc., has ap¬ 
praised the land, building, equipment, 
furniture and furnishings as a going 
enterprise at.$12,600,000.00 

LAND AND BUILDING 

l 

I 

Lockwood, Greene and Company, Inc., 

New York, have appraised the market 
value of the land and building, exclu¬ 
sive of furnishings and furniture at. .$11,000,(^00.00 
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LAND 

Weaver Brothers, Inc., Realtors, 
Washington, D. C., by John L. 


Weaver, President . $2,584,240.00 

Harry Wardman, President, Wardman 
Construction Company . $2,745,755.00 


QUALIFICATIONS OF APPRAISERS 

Mr. Harry Wardman is President of Wardman Con¬ 
struction Company, which company has constructed 
numerous hotels and apartment house properties in 
Washington, D. C. He is also President of the compa¬ 
nies owning and operating the Wardman Park Hotel 
and the Carlton Hotel, two of Washington’s leading 
hotel properties. 

Lockwood, Greene and Company, Inc., is a nation¬ 
ally known firm of appraisers and engineers. 

Mr. John L. Weaver of Weaver Brothers, Inc., is 
Ex-President of the National Association of Real 
Estate Boards. 


BUILDING 

The Mayflower Hotel, completed and opened in Feb¬ 
ruary, 1925, was designed by Warren and Wetmore, a 
nationally known firm of architects who designed the 
Ritz Carlton, Ambassador, Vanderbilt and Biltmore 
Hotels and Grand Central Station, New York, and by 
R. F. Beresford, a prominent Washington architect. 

The construction of the building is steel, reinforced 
with concrete, the exterior being finished in rough face 
brick, with limestone trim on all walls. 

The layout of rooms as regards light and air and 
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flexibility of room arrangement is excellent, accom¬ 
modations ranging from single or double rooms to 
suites and apartments of two to ten rooms. All rooms 
face on one of three street frontages or on widej light 
courts. 

In furnishings and appointments, the Mayflower 
stands unique among the hotels of the country, for per¬ 
haps no other hotel has ever been as elaborately fur¬ 
nished and effectively appointed, representing an or¬ 
iginal investment in furnishings in excess of $4,500,- 
000. Many international travelers have proclaimed the 
Mayflower the finest hotel in the world. 

LOCATION 

The Mayflower is ideally located in Washingtcjn for 
an ultra-high grade hotel. Fronting on Connecticut 
Avenue, the Mayflower is on the main thoroughfare 
connecting the fashionable residential section of the 

i 

Northwest, with the business district and the govern¬ 
mental administration buildings. Convenient to every¬ 
thing in Washington, the Mayflower is, however, re¬ 
moved some four or five squares from the noisy!, tur¬ 
bulent business section. 

The better shops and department stores in Wash¬ 
ington are being forced out of their present locations 
by the encroachment of cheap stores and the trend 
of the better shopping district is definitely to Connec¬ 
ticut Avenue (the upper Fifth Avenue of Washing¬ 
ton), portuning considerable enhancement of property 
values for this thoroughfare. 


INCOME ! 

The entire property has been leased from February 
16th, 1927, to and including December 31st, 1951, to the 


! 
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Mayflower Hotels Corporation of America, at a gradu¬ 
ated annual rental. The rental increases to $900,000.00 
in 1934, the maximum annual rental, for an average 
annual rental during the term of this issue of approx¬ 
imately $860,000.00. The lease provides that the lessee 
shall pay in addition to rent, the operating expenses, 
insurance and taxes and maintain the property, furni¬ 
ture and fixtures in a condition of the present high 
standard. 

The average annual rental for the term of this bond 
issue is $241,144.00 in excess of the average combined 
annual interest and sinking fund requirements under 
the first and second mortgages amounting to $619.- 
705.00. The lessee has paid the Mayflower Hotel Com¬ 
pany (owner) nine hundred thousand dollars ($900,- 
000.00) as advance rental, same having been applied 

on account of the rental of the last three vears of the 

* 

term of the lease. 

The hotel was opened to the public in the early 
part of 1925 and has shown a steady increase in oc¬ 
cupancy and operating profit. The revenue of the May¬ 
flower Hotel, in addition to the rental of the rooms and 
apartments, is also derived from its catering facilities, 
concessions, 1 restaurants, coffee shop, laundry, etc. 

The average occupancy for 1927 was 54%. For Jan¬ 
uary 1928, the hotel showed an average occupancy of 
66.5%, in February 68.8% and 71.5% in March. Messrs. 
Crockett, Croucliman & Crawford, Members of Ameri¬ 
can Institute of Accountants, estimate the annual net 
profits, based on seventy per cent, room occupancy, to 
be $1,017,500.00 before depreciation, but after provi¬ 
sion for repairs and maintenance, real estate and per¬ 
sonal property taxes and insurance. This amount is 
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considerably in excess of the largest annual rental un¬ 
der the lease. 

HOTEL DEMAND IN WASHINGTON 

Washington is the most unique large city iji the 
United States and enjoys stable business conditions. 
With no manufacturing or industrial activity, j it is 
nevertheless modern and prosperous, for here is lo¬ 
cated one of the largest international businesses bf the 
world—the United States Government. 

The annual budget of this great business is approx¬ 
imately one billion dollars. The activity of the Federal 
government has been constantly increasing and the 
ever extending arm of government control has affected 
practically every important business in the United 
States. The Internal Revenue Department, Interstate 
Commerce Commission, Shipping Board, Radio Com¬ 
mission, Department of Labor, etc., are branches qf the 
Federal government with which executives, attorneys 
and accountants find it increasingly important to ihain- 
tain close contact. To do business with the govern¬ 
ment one must come to the government. 

Washington is as well, the seat of international so¬ 
ciety in this country, and in Washington as in no other 
city, is found the ultra-smart social life of the Ufiited 
States. 

In short, in Washington is found every condition 
that goes to make up an ideal situation for an ijltra- 
high grade hotel. First, a background of local wqalth 
to give that support necessary to its public space and 
public service departments, such as, restaurants, j ban¬ 
quet halls, ballrooms and private dining-rooms. ; Sec¬ 
ond—a city with ever increasing business activity of 
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a stable dependable character. Third—a city attract¬ 
ing a traveling public of a high standard of living, de¬ 
manding the best and able to pay for it. Fourth—the 
national capital of the United States which every pa¬ 
triotic American desires to visit in preference to any 
other city in the country. 

MANAGEMENT 

The operation of the Mayflower Hotel will continue 
under the personal supervision of Mr. Daniel J. 
O’Brien, President of the Mayflower Hotels Corpora¬ 
tion of America. Mr. 0 ’Brien has been connected with 
the Mayflower from the time of its opening and has 
brought to the Hotel the successful methods of oper¬ 
ation gained from the management of some of the 
leading hotels in the United States. 

CAPITALIZATION 

The capitalization of the Mayflower Hotel Company, 
after giving effect to the financing to be outstanding, 
will be substantially as follows: 

First (closed) Mortgage Fee 20-Year 


Sinking Fund 6% Bonds.$7,500,000.00 

20-Year 6*/>% Second Mortgage Bonds 

(this issue) . 2,400,000.00 

7% Cumulative Preferred Stock ($100 

par) . 1,100,000.00 

Common Stock (no par) .80,000 shares 


The title to the property is in the name of the May¬ 
flower Hotel Company. The majority of the stock of 
Mayflower Hotel Company and all of the stock of the 
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Mayflower Hotels Corporation of America is owried by 
American Bond and Mortgage Company, Inc. 

PURPOSE OF ISSUE ] 

Proceeds from the sale of these bonds will be! used 
by the company for the retirement of the presenjt out¬ 
standing mortgage indebtedness bearing higher! cou¬ 
pon rate, and for other corporate purposes. 


By reason of the large volume of business dope by 

I 

this company, an investor is ordinarily assureds of a 
ready market for his securities in case he may wjsh to 
dispose of his holdings. j 

The information contained in this circular, although 
not guaranteed, has been obtained from sources which, 
we believe, insure its accuracy. We offer these bonds 
when, as and if issued and received by us and subject 
to the approval of counsel. 

AMERICAN BOND & MORTGAGE COMPANY 
Established 1904 Incorporated 

Capital and Surplus Over $9,000,000 ] 

American Bond & Mortgage Building 

PHILADELPHIA BOSTON 

1420 Walnut Street 43-47 Federal Street 

. 

345 MADISON AVENUE, NEW YORK CITY 

Telephone Vanderbilt 2900 

City Bank Bldg. 2 Washington Street 

Syracuse Poughkeepsie I 

75 State Street Merchants’ National 

Albany Bank Bldg., Elmira 

916 Walbridge Bldg. 24 Elizabeth Street 

Buffalo Utica I 


AN OLD RESPONSIBLE HOUSE 
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EXHIBIT C 

Cable Mayflower Telephone Decatur 1000 

THE MAYFLOWER 
Washington, D. C. 


March 25, 1931. 

Executives Offices 
To the holders of 
Second Mortgage bonds of 
Mayflower Hotel Company. 

The world-wide business depression which has pre¬ 
vailed during the past year and a half has been re¬ 
flected in a serious decrease in business at the Mav- 
flower Hotel, particularly during the past nine months, 
and has resulted in such a reduction of the earnings 
from the hotel that it is apparent a readjustment of 
the present second mortgage bond issue on this prop¬ 
erty is required. 

To effect this reorganization a new company has 
been formed by the principal stockholders of the cor¬ 
poration that now owns the property and it requests 
holders of second mortgage bonds of the Mayflower 
Hotel Company to join in this reorganization, believ¬ 
ing that onlv through reorganization can the interests 
of the second mortgage bondholders be properly pro¬ 
tected. The plan of reorganization herewith enclosed 
will, we believe, adequately protect your investment, 
and at the same time enable the property to meet its 
obligations under prevailing conditions. However, be- 
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fore discussing the proposal we will first present cer¬ 
tain facts for your information and consideration. 

A study of the property and of the operations since 
its opening establishes the following facts. 4-t the 
time that the Mayflower was started there was a real 
need in Washington for an outstanding, modern hotel 
in keeping with the capital city of this country.; The 
manner in which the Mayflower was built! and 
equipped, together ■with the standard of cuisinje and 
service which was established enabled it to meet that 
requirement. Today the Mayflower undoubtedly 
ranks as the outstanding hotel in Washington, if not 
in the entire country. That the standards which; were 
established were sound is best shown by its siteady 
growth in patronage as reflected in its earnings each 
year through 1929. The operating profit from the 
hotel after payment of all expenses, including jtaxes 
and maintenance, but before depreciation and interest 
on its indebtedness for each of the years since its 
opening in March, 1925, are as follows: 

i 

Year 1925.. 66,255.01 Year 1928. .630,488.46 

“ 1926..296,408.26 4 “ 1929. .780,551.68 

“ 1927..506,229.84 ‘ “ 1930. .602,70^.89 

These figures clearly show that through 1929 the 
history of the hotel was one of uninterrupted prog- 
ress. Not only do these figures represent an incjrease 
in patronage during each of these years, but likewise 
reflect improved operating efficiency, for each year a 
larger proportion of gross income has gone to operat¬ 
ing profit. 

The crash of the stock market which came in thb fall 


i 

i 


I 
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of 1929 was to some extent immediately reflected in 
reduced income to the hotel, but the reduction was not 
of serious proportion. However, as the depression 
spread over the country the income was steadily fur¬ 
ther reduced, and in the fall of 1930 these reductions 
did reach serious proportions. The depression in 
business resulted in a serious curtailment in travel 
which is indicated by the reduction in passenger in¬ 
come of the railroads as well as bv the general redue- 
tion of income of the hotels. The experience of other 
hotels throughout the c-ountrv has been the same as 
the Mayflower in this respect. Horwath & Horwath, 
national hotel accountants, in their reports on the 
trend of hotel business in the United States show a re¬ 
duction in total sales in each month of 1930 as com¬ 
pared with the same month of 1929, which increased 
each month from a reduction of 2% in January, 1930, 
to 1% in December and a reduction in restaurant sales 
increasing each month from 3% to 20% during the 
same period. 

One phase of hotel operatoin which has been par¬ 
ticularly affected by the general conditions, is the con¬ 
vention business. The revenue from conventions at 
the Mayflower in September and October each year is 
generally very good, but in 3930 the receipts for these 
two months showed a reduction of almost $200,000 as 
compared with the same months of 1929. 

The management has made every effort to meet this 
situation by every possible reduction in operating ex¬ 
penses. In October a ten per cent reduction in wages 
from the president and general manager down through 
each member of the organization was put into effect. 
The personnel in all departments was reduced to a 


Appendix A. 

89 ! 

minimum. Particular attention has been given to the 
elimination of every possible item of expense.; That 
these economies have been successful in offsetting a 
large part of the reduction in income is shown by the 
fact that while 1930 gross income was reduced! $387,- 
461.22 the operating profit was reduced only j $177,- 
841.79. This represented a total reduction of expense 
of $209,619.43 or an average of $17,468.28 per month. 
However, the benefit of many of the savings was not 
realized for the full year and operating costs for 1931 
will show substantially greater savings as indicated by 
reduction in expenses for January and February of 
1931 averaging $32,188.56 per month. Today the! prop¬ 
erty is in splendid physical condition, and a minimum 
maintenance expense may be expected for the next few 
years. However, there is a certain point in hotel op¬ 
erations beyond which operating expenses cannot be 
reduced without jeopardizing the entire investment in 
the property. The economies have been effected!while 
at the same time steadfastly maintaining the physical 
condition of the property and the standard of service 
on which the hotel’s reputation has been built. 

That the financial condition of this property is much 
better than many hotel or real estate properties is best 
indicated by the fact that all taxes through 1930! have 
been promptly paid and all interest coupons which 
have come due through 1930 on both the first and sec¬ 
ond mortgage have been met. Furthermore, all funds 
to meet interest due April 1st on the first mortgage 
bond issue have been deposited and sufficient! first 
mortgage bonds have been purchased to meet the!sink- 
ing fund requirements on that issue for the year 11931. 
However, due to the reduction in income during the 
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past six months, funds are not available to meet in 
full the payment of interest due on the second mort¬ 
gage on April 1st, 1931. While it is not anticipated 
that present business conditions will continue indefi¬ 
nitely, we do nevertheless feel that conditions are so 
uncertain as to make it necessary to arrange a read¬ 
justment of the fixed charges under the present sec¬ 
ond mortgage bond issue. 

Accordingly, there has been prepared the Reorgan¬ 
ization Plan enclosed herewith outlining a plan in de¬ 
tail for the substitution of outstanding bonds for 
bonds of a new issue of the same principal amount. 
In considering plans for the readjustment of the pres¬ 
ent issue there have been two objectives. First, a re¬ 
adjustment of the fixed charges so that even under 
conditions of serious temporary depressions as at 
present exist, the property can meet its fixed charges 
and not be in default to holders of bonds. Second, to 
preserve to the bondholders the same lien position 
which they presently have and to secure certain ad¬ 
ditional benefits in return for their consenting to the 
elimination of the fixed charge. We are confident that 
the reorganization plan as presented does accomplish 
these two tilings. The terms of the income bond 
which provide for the payment of interest when 
earned, do relieve the company of fixed charges in 
the event earnings do at any time fall temporarily be¬ 
low a specified interest rate. For the bondholders the 
new trust deed will secure the application of substan¬ 
tially all the income above the requirements of the 
first mortgage in both good and bad years, either in 
the payment of interest or in the retirement of the 
bonds, until the bond issue has been reduced to $1,- 
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600,000. We felt that the establishment of a Preserve 
fond was essential to the protection of the bondhold¬ 
ers’ interests. During a period of years unforeseen re¬ 
quirements are certain to arise and we believe it es¬ 
sential that the company should establish a fund to 
maintain and protect the property and to meet any 

i 

contingencies. It is apparent that the hotel ’sj ability 
to pay is limited to its ability to earn, therefore, we 
feel certain that your acceptance of this plan involves 
no substantial sacrifice on your part, in that itjsecures 
for your benefit all the available income from the 
property, as outlined above, and in the final analysis 
that is all that can ever be secured, irrespective of the 
terms of anv security. 

• * i 

In consideration of the second mortgage bondholders 

I 

agreeing to this plan, the principal stockholders of the 
Mayflower Hotel Company, who have an investment of 
approximately $3,000,000 in the property, ahd who 
have never received dividends of any kind on either 
the preferred or common stock, have agreed to the 
simplified capital structure for the new company by 
eliminating the preferred stock with its fixed cumula¬ 
tive dividend. The new company will have but one 
class of stock, namely, no par value common stock. 
This will simplify the financial structure and will elim¬ 
inate the accumulation of unearned and unpaid divi¬ 
dend obligations that have accumulated on the present 
preferred stock. The fixed charges against the prop¬ 
erty for interest and sinking fund requirements on the 
first mortgage bond issue will total approximately 
$455,000 in 1931 and $535,000 in 1932. The income for 
the past year indicates that even under presept con¬ 
ditions the property should have no difficulty in meet¬ 
ing this fixed charge. 
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In view of the fact that the second mortgage bonds 
will go into default on April 1, 1931, it is essential that 
the reorganization plan be adopted as quickly as pos¬ 
sible. We are confident that this plan offers the best 
solution of the situation and unless this reorganization 
is carried through along substantially these lines your 
entire investment may be jeopardized. Accordingly, 
we urge you to deposit your bonds at once under the 
reorganization plan. 

Continuitv of management is assured bv a manage- 
ment contract with the present executive personnel, 
who have been responsible for building up the business 
of the Mayflower and its international reputation as 
one of the world’s finest hotels. The uncertaintv of the 
present situation is not conducive to the best operating 
results and an unsettled financial condition is likely to 
adversely affect the reputation of the property. This 
situation further confirms the necessity for prompt ac¬ 
tion. Every day’s delay had a destructive influence on 
the good name and future of the property. 

In closing we wish to call your attention to the fact 
that at the time you deposit your bond with the April 
1. 1931 coupon attached, you will receive one half of 
the amount due on the April 1, 1931 coupon, which 
amount will pay the interest due on your bond through 
December 31,1930. We also wish to point out that the 
new company is to provide for the entire expense of 
carrying through this plan, including the expense of 
the depositaries so there will be no charge of any kind 
to you as a bondholder. May 1, 1931 has been fixed as 
the final date on which bonds may be deposited. 

We trust that we may have your cooperation in 
carrying through this plan of reorganization by the 
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prompt deposit of your bonds, which should be Isent in 
to the nearest depositary, accompanied by the enclosed 
transmittal letter properly executed. 

Bonds may be mailed in for deposit at once and the 
depositaries will be ready to receive deposits made in 
penon on Monday, March 30, 1931 and thereafter. 

Yours very trulv, 

I 

The Mayflower, Ixc. 

7 


I 

i 

i 

! 


i 

i 

i 
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EXHIBIT D 

MAYFLOWER HOTEL 

REORGANIZATION PLAN 

SECOND MORTGAGE SIX AND ONE-HALF PER 

CENT 

SINKING FUND GOLD BONDS 

March 25, 1931. 

The Second Mortgage Six and One-half Per Cent 
Sinking Fund Gold Bonds (herein called “Old 
Bonds”) of the Mayflower Hotel Company, a Dela¬ 
ware Corporation (herein sometimes called “Old Com¬ 
pany”), dated March 31, 1928, are outstanding in the 
principal amount of $2,400,000. 

These Bonds were issued under the certain Mort¬ 
gage Deed of Trust dated March 31, 1928, executed by 
Old Company with American Trust and Safe Deposit 
Co. as Corporate Trustee, and Charles C. Moore as 
Individual Trustee. 

This plan contemplates a reorganization upon the 
following basis: 

I. The Mayflower, Inc., a Delaware corporation 
(herein called “New Company”), has been organized 
for the purpose of acquiring and operating the hotel 
property now owned by the Mayflower Hotel Company 
and located at Washington, D. C. 

II. New Company is to acquire substantially all 
of the fixed assets of Old Company, subject to out- 
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standing first mortgage bonds of Old Compafiy in a 
principal amount not exceeding $7,500,000, and sub¬ 
ject to other encumbrances, if any, prior to the lien of 
Old Bonds. | 

III. Holders of Old Bonds who deposit the saine un¬ 
der the Deposit Agreement hereinafter mentioned are 
to receive in lieu thereof a like principal amount of the 
Secured Income Bonds of New Company (herein some¬ 
times called “New Bonds”) in the aggregate Author¬ 
ized principal amount of $2,400,000 to be dated! April 

i 

1, 1931, and to mature December 31, 1950, secured by a 
Mortgage Deed of Trust (hereinafter sometimes;called 
“Trust Indenture”), to be dated April 1, 1931, and to 
be executed by New Company to Federal-American 
National Bank and Trust Company of Wasliihgton, 
Washington, D. C., as Trustee. , 

IV. All holders of Old Bonds who deposit the; same 
under said Deposit Agreement, accompanied tjy the 
April 1, 1931, and all subsequently maturing interest 
coupons pertaining thereto, shall, immediately upon 
such deposit, receive payment in cash of interest ac¬ 
crued and unpaid on Old Bonds from October 1,11930, 
to and including December 31, 1930. 

V. New Bonds are to be the direct obligation of' New 
Company and are to be secured by a mortgage lien on 
all of the real estate, buildings, furnishings and equip¬ 
ment included in its hotel property located at Washing¬ 
ton, D. C., which lien shall be junior to any lien sjecur- 
ing said first mortgage bonds or bonds issued to refund 
the same in an amount not exceeding the principal 
amount of said first mortgage bonds at the timej out¬ 
standing, plus all expenses of refinancing the same. All 
New Bonds, shall be duly registered bonds without in- 


i 
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terest coupons, interest thereon being payable by 
check to registered holders thereof. 

VI. Interest on New Bonds for each calendar year 
ending on December 31 shall be payable at the rate of 
not exceeding 6% per annum on or before May 1 in 
each succeeding year commencing with the year 1932, 
but only out of net income of New Company available 
therefor during such calendar year ending on Decem¬ 
ber 31 as provided in Trust Indenture. After, but not 
before, December 31,1932, such interest on New Bonds, 
to the extent unpaid, shall be cumulative at the rate of 
4% per annum, but no more. 

VII. Net income of New Company available for in¬ 
terest on New Bonds in any calendar vear ending on 
December 31, after the payment of operating expenses 
and all taxes and insurance and all interest and sink¬ 
ing fund payments in respect of said first mortgage 
bonds or bonds issued to refund the same, and the cost 
of this reorganization, but before depreciation, shall be 
applied first, to the payment of interest on New Bonds 
at the rate of not exceeding 4% per annum for such 
calendar year, and thereafter to the payment of any 
unpaid interest accumulated on New Bonds, and the 
surplus, if any, remaining out of such net income shall 
be applied as follows: 

(a) 75% of such surplus shall be payable into a 
sinking fund for the retirement of New Bonds by 
purchase, or by redemption by lot; 

(b) 25% of such surplus shall be used to estab¬ 
lish and maintain a special reserve fund of $150,- 
000 to be used as provided in Trust Indenture, and 
any excess shall be applied to the payment of ad- 
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ditional interest (over and above said interest at 
the rate of 4% per annum) on New Bonds for 
such calendar year at the rate of not exceeding 
2% per annum, and the balance, if any, sliiall be 
payable into said sinking fund for the retirement 

of New Bonds; 

' ! 

provided, that after the principal amount of New 
Bonds outstanding shall have been reduced to $l!,600,- 
000, the amount payable annually into said sinking 
fund for the retirement of New Bonds shall not exceed 
$80,000, and all remaining income shall be applicable, 
to the extent necessary to the maintenance of said spe¬ 
cial reserve fund and thereafter, to the payment of said 
additional interest on New Bonds at the rate ojf not 
exceeding 2% per annum for such calendar yearj and 
any surplus remaining out of such net income m$y be 
used for general corporate purposes, and provided!, fur¬ 
ther, that in lieu of any cash payment into said sinking 
fund New Company may deliver New Bonds at ajctual 
cost thereof to New Company, all as more fully! pro¬ 
vided in Trust Indenture. For the year 1931 such net 
income will be computed only for that portion of the 
year covered by the business and operations of [New 
Company. 

VIII. The Trust Indenture will provide that the fol¬ 
lowing among others, shall constitute events of default: 

(a) If cumulative interest accrued and unpaid 
on any of New Bonds shall at any time exceed 6% 
of the principal amount thereof; 

(b) If New Company shall not, through: the 
operation of said sinking fund or otherwise, retire 
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at least $225,000 of New Bonds on or before July 
31, 1936, or if New Company shall fail to so retire 
$135,000 of New Bonds in any of the respective 
three-year periods ending on the thirty-first days 
of July in each of the years 1939, 1942, 1945, and 
1948. * 

IX. New Bonds are to be redeemable, in whole or 
in part, at the option of New Company at any time on 
or after May 1 and not later than December 31 in 
any year prior to maturity on at least sixty days’ no¬ 
tice, at a price equal to the principal amount thereof, 
plus all cumulative interest accrued and unpaid there¬ 
on. 

X. For a more complete statement of the provisions 
applicable to New Bonds reference may be had to the 
form of Trust Indenture, identified copies of which in 
substantially final form will be on file on and after 
April 1, 1931,' with Chicago Title and Trust Company 
of Chicago, Illinois, and Title Guarantee and Trust 
Company of New York City, the Depositaries under 
the Deposit Agreement relating to Old Bonds, dated 
March 25, 1931. No material change adversely af¬ 
fecting Depositors may be made in the form of said 
Trust Indenture or Reorganization Plan or Deposit 
Agreement without notice to Depositors and oppor¬ 
tunity to withdraw from said Deposit Agreement as 
provided therein. Copies of the said Deposit Agree¬ 
ment are on file with said Depositaries and may be ob¬ 
tained on application to either. 

XI. New Company, in the event of the consumma¬ 
tion of this plan, may acquire certain unencumbered 
assets pertaining to the operations of the Mayflower 
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Hotel property. A management contract will provide 
for a continuation of the present management person¬ 
nel. New Company is to borrow or otherwise! pro¬ 
vide funds necessary to pay the cost of this reorgani¬ 
zation. As used in this plan the term “cost of this 
reorganization’’ shall be deemed to include all legal 
and other expenses of organizing New Company and 
of consummating this reorganization and the cofet of 
procuring title to the property and assets to bb ac¬ 
quired by New Company under this plan. 

XII. Unless New Company shall otherwise deter- 

I 

mine, this plan shall not be carried out unless at least 
ninety per cent of Old Bonds outstanding shall Jiave 
been deposited under said Deposit Agreement and un¬ 
less New Company shall succeed in acquiring, at fore¬ 
closure or other sale thereof, substantially all of the 
property of Old Company now covered by any! lien 
securing Old Bonds. Only those who deposit their 
Old Bonds under said Deposit Agreement are tb be 
entitled to participate in this plan. 

| 

The Mayflower, Inc. 
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IN THE SUPREME COURT OF THE DISTRICT 

OF COLUMBIA. 


Ernest C. Mulvey, 

John D. Colgan, 

George R. Ellis, 

Franklin F. Noyes, 
and 

G. Wallace Tibbetts, 

Plaintiffs. 

vs. 


Mayflower Hotel Company, a Dela¬ 
ware Corporation, Mayflower Hotels 
Corporation of America, a Delaware 
Corporation, Mayflower Hotels Man- ■ 
agement Cokporation, a Delaware Cor¬ 
poration, American Bond and Mort¬ 
gage Company, a Maine Corporation, 
American Trust and Safe Deposit 
Company, an Illinois Corporation; Wil¬ 
liam J. Moore; Hattie K. Moore, the 
Wife of William J. Moore; Harold A. 
Moore; Kenneth W. Moore; Kathryn 
K. Moore, the Wife of Kenneth W. 
Moore; and Charles C. Moore, Individ¬ 
ually, and Charles C. Moore, Trustee, 

Defendants. J 


In Equity 
No. 52888 


ORDER APPOINTING RECEIVER. 

On reading and filing the verified Bill of Complaint 
herein, and on motion of plaintiffs, and it appearing 
that the second mortgage or trust deed indenture 
sought to be foreclosed provides that upon or at any 
time after the commencement of any suit for the 
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foreclosure thereof, the court hearing the same,j upon 
application of the plaintiffs, as a matter of j strict 
right, and without notice to the grantor in said imort- 
gage or trust deed or anyone claiming under it, shall 
appoint a receiver or receivers of the mortgaged 
premises; and it further appearing that good Icause 
appears therefor, it is ORDERED BY THE C(|)URT 
as follows: 

1. Thomas P. Littlepage and Joshua Evans, Junior, 
of Washington, D. C., be and they are herebjy ap¬ 
pointed receivers of all and singular the property 
hereinafter described, and all other property,! bolli 
real, personal and mixed, of every kind and descrip¬ 
tion of the defendant Mayflower Hotel Company. 

2. The said receivers, before entering upon the 
performance of their duties as such receivers under 
this order, shall execute a bond, with sureties jto be 
approved as to form and sufficiency by a jud£e of 
this court, and file the same with the clerk thereof, 
in the sum of One hundred thousand dollars, fqr the 
faithful performance of their duties in the premises, 
which bond is now filed, with the United States Fidel¬ 
ity and Guaranty Company, a Maryland Corporation, 
as surety thereon, and the same is now approved. 

Plaintiffs shall give bond in the penal sum of two 
thousand dollars conditioned upon the payment of 
such costs and damages as may be incurred of suf¬ 
fered by the defendants in the event it may be found 
that the appointment of such receivers shall lhave 
been wrongfully made, which bond is now filed,;with 
the United States Fidelity & Guaranty Company, a 
Maryland Corporation, as surety thereon an4 the 
same is approved. j 
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3. Upon the filing of such bond, the said receivers 
shall proceed to take possession of all and singular 
the premises whereof they are hereby appointed re¬ 
ceivers, keeping the premises and property, both real 
and personal, in good condition and repair, they as 
such receivers to have authority to employ, pay, and 
discharge, from time to time, in their discretion, all 
needful laborers, servants, agents, attorneys, and 
counsel; to purchase and pay for all needful materials 
and supplies; to make, from time to time, in their 
best discretion, all needful and proper arrange¬ 
ments for the operation of the properties of said 
Mayflower Hotel Company; to pay all taxes on the 
property whereof they are appointed receivers that 
may be due and payable or may become due and pay¬ 
able during this receivership; to prosecute and de¬ 
fend without further order of this court anv exist- 

• 

ing actions by or against said Mayflower Hotel 
Company, or against themselves as such receivers by 
permission of this court, and to pay the expenses of 
such prosecution and defense, and also the expense 
and disbursement of the plaintiffs in and about the 
appointment of such receivers; to use the name of 
said company, Mayflower Hotel, in the prosecution 
of all such actions that they may find it proper or 
necessary, in their discretion, to bring, maintain, or 
defend with full power to compromise, adjust, and 
settle in their best discretion all such actions, suits 
or controversies now existing or that mav hereafter 

v. ' m* 

arise; to do whatever may be needful and proper to 
maintain and preserve the corporate organization and 
franchise of the company, until the further orders of 
this court, and to pay and expend such sum, and no 
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more, for that purpose as may hereafter on applica¬ 
tion and hearing be ordered by this court; to retain 
any and all securities for the loans of money,! if any 
there be, if it shall be for the best interests of the 
trust hereby reposed in said receivers so to do. 

4. As soon as may be after the said receivers have 
entered upon the performance of their duties, they 
shall make a true, full and perfect inventory of all 
and singular the real and personal property of every 
kind and description whereof they are appointed re- 

i 

ceivers, and which may come into their possession, 
and file the same with the clerk of this court.j Said 
receivers shall keep full, true and accurate accounts 
of ail and singular their acts and doings in the 
premises; render and file with the clerk of thi$ court 
such accounts within 15 days after the operation of 
their receivership. 

5. All moneys coming into the hands of the said 
receivers, shall be by them deposited in one or more 
safe banks of deposit within the District of Columbia, 
to be approved by this court or a judge thereof, to 
the credit of the receivers, to be thence drawn out 
on their or on the order of an agent or attorney 
to be by them agreed upon. 

6. The said receivers if exercising due prudence 
and caution in the selection thereof, shall not be re¬ 
sponsible for the wrongful acts of their servants and 
agents. 

7. The said receivers shall not, in any case,! incur 
any personal or individual liabilities in the operation 
of the said business, or otherwise in the premises by 
reason of any act or thing done by them, or by their 
servants, agents, or attorneys, the said receivers 
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acting in good faith and in the exercise of their 
best discretion. 

8. All applications for interlocutory order or relief 
in this action by or on behalf of any party thereof, 
or the receivers therein, shall be made on notice by 
the moving, party pursuant to the rules of this Court 
of at least ten days exclusive of the day of service, 
and on due proof of personal service of notice unless 
the notice hereby required to be waived by writing. 

9. The defendant Mayflower Hotel Company and 
all persons whatsoever be, and they are hereby 
strictly commanded and enjoined peacefully to de¬ 
liver up and surrender to the said receivers all and 
singular the premises whereof they are hereby ap¬ 
pointed receivers, and all books of accounts and 
vouchers touching upon or relating to the moneys, 
finances of said Mayflower Hotel Company, including 
stock books, stock ledgers, and the names and ad¬ 
dresses of jail holders of first or second mortgage 
bonds, under the penalty attached by law to dis¬ 
obedience. 

10. Any party interested in the premises may ap¬ 
ply to this court for further directions with respect 
to the property and estate in this order referred to. 

11. The said receivers shall, not later than 15 days 
from the date hereof, from the best available sources 
prepare a list of the names and addresses of all the 
creditors of the aforesaid defendant and send to each 
a notice of a time of meeting fixed in said notice to 
be not less than 30 days after mailing; and at the 
same time and place fixed in said notice, the receivers 
shall attend and preside at the meeting of creditors 
and inform them, so far as they know, regarding the 
estate of the said defendant. 


I 

i 
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Said property is described as follows: 

PARCEL A j 

All that certain lot, piece or parcel of land sit¬ 
uate in the City of Washington, District of 
Columbia, United States of America, bojunded 
and described as follows: to-wit: 

Lot Eighty-eight (88) in William T. Galjiher’s 
Subdivision in Square One Hundred Sixty-two 
(162), of the City of Washington, District of 
Columbia, as shown upon a plat of subdivision 
made by William T. Galliher, and recorded on 
June 3, 1920, in the office of the Surveyor jof the 
District of Columbia, in Liber 62, Folio 146: 

Together with any and all buildings, improve¬ 
ments, fixtures, furniture, furnishings and fittings 
and articles used or to be used in the operation 
of said premises, or any part thereof, add to¬ 
gether with all buildings and appurtenance^ now 
standing upon said land or any part thereof. 

I 

PARCEL B 

i 

All that certain lot, piece or parcel of! land 
situate in the City of Washington, District of 
Columbia, United States of America, bounded 
and described as follows, to-wit: 

Lot Ninety-one (91) in William T. Galliher’s 
Subdivision of Lots in Square One Hundred 
Sixty-two (162), as per plat recorded in Liber 
64, Folio 137 of the Records of the office of the 
Survevor of the District of Columbia: 

/ I 

Together with any and all buildings, improve¬ 
ments, fixtures, furniture, furnishings and fittings 
and articles used or to be used in the operation 
of said premises, or any part thereof, and to¬ 
gether with all buildings and appurtenances! now 

standing upon said land or any part theredf. 

| 

(s) 0. R. Luhring, 

Justice. 


i 
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APPENDIX C. 

IN THE SUPREME COURT OF THE 
DISTRICT OF COLUMBIA. 


Ernest C. Mulvey, et al.. 

Plaintiffs, 

vs. 

Mayflower Hotel Company, et al. 

Defendants. 


In Equity 
No. 5288S. 


SUPPLEMENTAL ORDER 

On reading and filing the affidavit of Thomas P. 
Littlepage, one of the receivers herein, and good cause 
appearing therefor, it is ordered by the court as fol¬ 
lows : 

That the defendant Mayflower Hotels Corporation 
of America and all persons whatsoever, including all 
officers, directors, agents or employees be, and they 
are hereby strictly commanded and enjoined peace¬ 
fully to deliver up and surrender to the said receiv¬ 
ers all books, documents, records, vouchers, stock 
books, stock ledgers, and other records of the May¬ 
flower Hotels Corporation of America, under the pen¬ 
alty attached by law to disobedience. 

0. R. Luhring, 
Justiee. 


I 


107 

APPENDIX D. 

IN THE SUPREME COURT OF THE 
DISTRICT OF COLUMBIA. I 

Ernest C. Mulvey, et al., 

Plaintiffs, 

vs. In Equity 

Mayflower Hotel Company, a Dela- f No. 5^8SS. 

ware Corporation, et al., 

Defendants. ! 

I 

I 

PRELIMINARY REPORT OF RECEIVERS. 

To the Honorable 0. R. Luhring, 

Justice of the Supreme Court of the j 

District of Columbia : 

i 

i 

i. | 

Your receivers, Thomas P. Littlepage and jjoshua 

Evans, Jr., respectfully present this, their firjst and 
preliminary report of their receivership of th^j May¬ 
flower Hotel Company. 

They were appointed and qualified as suph re¬ 
ceivers at 4:00 p.m., on May 22, 1931. Th^y em¬ 
ployed Mabel Walker Willebrandt as their attorney, 
and the firm of Peters, Smith, Chappell and Erb, Ac¬ 
countants and Auditors, of Washington, D. C., as 
their accountants, to make an investigation into the 
books and records of the Company. 

Later that day, they took possession of the j books 
and records of the Mayflower Hotel Company, fpr the 
purpose of making an investigation so they could re¬ 
port the findings to this Honorable Court. 
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The order appointing receivers did not include the 
Mayflower Hotels Corporation of America, and hence 
vour receivers have asserted no authority whatever 
over the Operating Corporation, save, pursuant to 
the Court's supplementary order dated May 25, 1931, 
they have examined certain of its books, and made a 
demand for immediate payment of part of the over¬ 
due rent—sufficient to pay the delinquent taxes and 
a small amount in addition. 

II. 

ALL FIGURES TAKEN FROM BOOKS OF 

DEFENDANTS. 

Every item presented in this report is taken from 
the books and/or audit reports of the Mayflower 
Hotel Company or its wholly owned subsidiary, May¬ 
flower Hotels Corporation of America. (See attached 
schedule.) Your receivers have not yet had sufficient 
time to make a complete analysis and computation. 
Your receivers believe, however, that it is important, 
both to this Honorable Court and to the creditors of 
the Mayflower Hotel Company, to be advised as soon 
as possible of some of the more important discoveries 
in connection with their investigations; consequently, 
this preliminary report is submitted. These books 
have been kept in such a way that in order to identify 
the origin of a charge it is necessary to trace through 
an unusual number of accounts. And after tracing 
through manv accounts, the indications are that no 
original vouchers are available to support the entry 
of origin. After your receivers have checked further, 
they may, in their next report, make a variation from 


i 

i 
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the figures contained in this preliminary report] since 
the Company’s own figures used in this report will 
hereafter be further checked for verification and ex¬ 
planation. 


III. 

| 

THE TWO CORPORATIONS. j 

The two corporations principally referred to ih this 

report are the Mayflower Hotel Company anfl the 

Mayflower Hotels Corporation of America. These 

two companies stand in the relationship to each other 

of landlord and tenant. The Mavflower Hotel 'Com- 

* 

pany leased the Mayflower Hotel to the Mayflower 
Hotels Corporation of America. This lease was made 
on February 16, 1927. D. J. O’Brien was President 
of the Mayflower Hotel Company that year. He was 
also President of the Mayflower Hotels Corporation 
of America. He signed the lease in the capacity of 
President for both Companies. 

For the purpose of convenience, your receiver^ will 
hereafter designate the Mayflower Hotel Company as 
the HOLDING COMPANY and the Mayflower Hjotels 
Corporation of America as the OPERATING COR¬ 
PORATION. 


IV. 


THE ASSETS OF THE TWO CORPORATIONS. 

The principal assets of the Holding Company jeon- 
sist of the Mayflower Hotel on Connecticut, in Wash¬ 
ington, D. C., and its furnishings, plus 100 per icent 
of the stock of the Operating Corporation. 


i 


i 

i 
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The only substantial assets of the Operating Cor¬ 
poration consist of the lease above referred to. This 
lease is in default, and the Operating Corporation 
shows a deficit (according to the certified audit of 
Allen S. Smart and Company) as of December 31, 
1930, of $192,274.58. Since the only assets of the 
Operating Corporation consist of this lease; and since 
the lease is in default; and since the corporation 
shows a very substantial deficit, your receivers are 
of the opinion that the ownership of 100 per cent of 
the issued and outstanding stock in this corporation 
does not constitute an asset of anv value for the 
Holding Company. 


V. 

HOW THE LAND WAS OBTAINED. 

The minutes of Mayflower Hotel Company show 
that Allan Walker and his associates, the former own¬ 
ers, offered to sell this land to the Mayflower Holding 
Company for the sum of $350,000 in cash; preferred 
stock of the par value of $150,000; and 80,000 shares, 
or all, of the common stock of no par value of the 
Mayflower Hotel Company. The minutes further 
state that the land had been appraised at the value 
of $1,500,000. Based upon this appraisal, the Corpo¬ 
ration thereupon set up a value of $1,000,000 for the 
80,000 shares of the common stock. 

Instead of carrying out this offer and paying the 
$350,000 in cash, the records disclose that there was 
issued to Allan Walker and his associates preferred 
stock in the amount of $278,700 and bonds hereafter 
described of $36,000 value, and the balance was paid 
by the settlement of an open account. 


Appendix D. 
Ill ! 

V, j 

UNDERWRITING THE FIRST BOND ISSUES 
OF $4,200,000 AND $2,000,000. j 

The American Bond and Mortgage Company agreed 
to float a first mortgage bond issue against the prop¬ 
erty in the sum of $4,200,000 secured by the land, the 
building to be erected thereon, and the furnishings to 
be placed therein; and the Holding Company caused 
to be executed and recorded a second mortgage pond 
issue similarly secured in the sum of $2,000,000. I 

j 

It appears that $308,630.44 of the second mortgage 
bond issue was delivered to material men and I su'b- 

i 

contractors as payment for labor, material, and; ser¬ 
vices. ; 

It also appears that $1,496,400 of said bonds >vere 

used as collateral to a $600,000 loan, which is I dis¬ 

cussed hereafter in paragraph VIII. 

VII. | 

FINANCING COSTS ON ORIGINAL BOND 

ISSUES. ! 

Prior to September 2, 1925, the discounts and com¬ 
missions taken on the first and second mortgage 
bond issues was the sum of $1,031,057.43; and it ap¬ 
pears that discounts and commissions in the further 
sum of $736,940.53 were also taken, but this addi¬ 
tional sum is unidentified as belonging to any particu¬ 
lar bond issue. This made a grand total of discounts 
and commissions on this original $6,200,000 financing 
of at least $1,767,997.96. So, from the Company’s 
own auditors’ reports (August 31, 1925), it appears 
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that for every $2.50 expended for construction on the 
building, an additional $1.00 was spent for financing 
and carrying charges! 


VIII. 

A $600,000 COLLATERAL LOAN TRANSACTION. 

During the course of construction, it appeared that 
the second mortgage bond issue could not be readily 
sold to the general public, and, the building being un¬ 
completed and the Holding Company needing more 
funds, the unused portion of the second mortgage 
bond issue (which on September 2, 1924, amounted to 
$1,496,400) and 78,000 shares of the common stock, as 
well as certain preferred stock of the par value of 
$428,700, were turned over to the C. C. Mitchell Com¬ 
pany (a subsidiary of the American Bond and Mort¬ 
gage Company) as security for a loan of $600,000. 
Later, it appears from records in the hands of your 
receivers that the C. C. Mitchell Company came into 
complete title to all of this property (namely, second 
mortgage bonds of the par value of $1,496,400; Hold¬ 
ing Company’s preferred stock of the par value of 
$428,700; Holding Company’s common stock valued 
at $1,000,000), for the consideration of handling cer¬ 
tain existing construction contracts and cancelling the 
$600,000 loan. It is impossible at this time for the 
receivers or their accountants to verifv the correct- 
ness of the contract charged referred to, since it ap¬ 
pears from the books that the great majority of such 
bills were paid, not by the Mayflower Hotel Company, 
but by the American Bond and Mortgage Company; 
and the supporting vouchers, although they should be 
in the files of the Mayflower Hotel Company, have 


I 

i 
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not been made available for examination. It |must 
not be overlooked that, in addition to receiving $1,- 
496,400 of second mortgage bonds for the $600,000 
loan, as above explained, the American Bom} and 
Mortgage Company, its subsidiary and associated, re¬ 
ceived, in addition, all of the outstanding common 
stock of the Mayflower Hotel Company, as well as all 
of the preferred stock issued to the former owners, 
Allan Walker and his associates, in original payment 
for the land. Your receivers can only conclude, there¬ 
fore, from the records so far made available to them, 
that the stock representing the land upon which the 
Mayflower Hotel stands was obtained for not jmore 
than $75,000. 

Furthermore, the records show that at the ; time 
Allan Walker and his associates, the former owners, 
relinquished all their stock and interest in the May- 
flower Hotel Company, they relinquished also all jtheir 
interest in the property next adjoining the Mayfljower 
Hotel, then known as the Piedmont Hotel. 

' I 

In other words, the net effect of this transaction, 
whereby the interest of Allan Walker and his Asso¬ 
ciates was turned over to the American Bond! and 
Mortgage Company and its associates, was that the 
C. C. Mitchell Company, a wholly owned subsidiary 
of the American Bond and Mortgage Company', ac¬ 
quired the following: 

| 

(a) Second mortgage bonds of $1,496,400; 

(b) The Holding Company’s preferred stock of 

$428,700; | 

(e) All the common stock of the Holding Com¬ 
pany of $1,000,000;—or total assets of $2,923,100, 
for the assumption only of certain unverified 
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claims which arc stated in the agreement as ag¬ 
gregating $1,582,455.23, but for all of which the 
supporting vouchers are absent from the records 
turned over to your receivers. 

These supporting vouchers are absolutely vital for 
verification. They have been demanded, but not pro¬ 
duced, and your receivers request the assistance of the 
court in obtaining them. 


IX. 

OPERATING LOSSES PRIOR TO REFI¬ 
NANCING. 

The hotel was opened to the general public for 
business on February 18, 1925. According to the 
combined financial statements of the Holding Com¬ 
pany and the Operating Corporation, it appears to 
have been operated at a heavy loss ever since. 

Your receivers have made an examination of the 
semi-annual and annual audit reports of the Smart, 
Gore and Company, and the Allan R. Smart and 
Company Certified Public Accountants, who rendered 
periodic reports on the conditions of the Holding and 
Operating Companies. Up to December 31, 1926, the 
reports show the losses as a unit. During the years 
1927, 1928, and 1929, two sets of reports were pre¬ 
pared, one showing the condition of the Holding Com¬ 
pany, and the other showing the condition of the Op¬ 
erating Corporation. For the year 1930, the report 
is consolidated. From these reports, it appears that 
the net operating loss of the property up to the first 
of the year in which the refinancing took place is as 
follows: 
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10 months in 1925 .$884,8314.40 

1926 . 620,86|5.84 

1927 . 391,973-48 


TOTAL NET OPERATING LOSS FOR 
THE FIRST TWO YEARS AND 10 
MONTHS (TO DECEMBER 31, 

1927) .$1,897,673.72 

i 

The refinancing of the Holding Company, which! in¬ 
cluded the calling of the $4,200,000 first mortgage 
bond issue and the calling of the $2,000,000 second 
mortgage bond issue, occurred in March 31, 1928j or 
at the end of the first quarter. The net operating 
loss for the year 1928 was $455,958.75. One-fourth 
of this operating loss should be added to the abpve 
December 31, 1927, loss, as follows: 

Net operating loss, December 31, 1927. .$1,897,675.72 
One-fourtli net operating loss of 1928.... 113,989.69 


TOTAL NET OPERATING LOSS ON i 

DATE OF REFINANCING (MARCH 
31, 1928).$2,011,663.41 

X. 

PROPERTIES SUPPORTING REFINANCING- 

a. The Land. i 


In an attempt to counteract the above operating 
deficit, and so that the books of the Company should 
not show this deficit, there was placed into the sur¬ 
plus account two items labeled land appreciation, 
whereby the land value was increased from $1,500,000 
to $2,145,865, or an appreciation of $645,865. Again, 
in March 6, 1928, just prior to refinancing, the laind 
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was further appreciated in the sum of $388,159.63, 
making the total appreciation $1,034,024.63, and the 
total value of the land was set up on the books of 
the corporation, including the land covered by the 
Piedmont Hotel annex, as shown in the report of 
December 31, 1928, at $2,664,997.50. 

There are 64,606 square feet of land in these two 
parcels; so that the land is capitalized at $41.25 per 
square foot. 


b. The Building. 

The reported date August 31, 1925, shows that the 
cost of the construction of the hotel, including archi¬ 
tects’ and engineers’ fees, was $5,199,424.02; that the 
building equipment cost $208,498.99, or a total cost of 
$5,407,924.11, exclusive of financing costs. The books 
further show that, with the addition of financing, the 
total cost of such building became $7,730,511.80 
(March 31, 1928, per books). 

There appears in the building account the sum of 
$2,129,147.65, as a part of the building cost. But it 
represents commissions, interest, and other financing 
expenses in connection with the original first and 
second mortgage loans. These were 17-year loans. 
Since, when these entries were made, there had been 
no redemption of bonds, these entries could only re¬ 
sult in an improper increase of the cost of the build¬ 
ing and in the prevention of proper future charges 
against income. 

The Mayflower Hotel (exclusive of the Piedmont 
Building) has a cubic content of 5,600,000 cubic feet, 
so that the book cost per cubic foot, including financ¬ 
ing, was $1.38. 

Your receivers have made inquiries as to a fair 
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cost per cubic foot for such a building, including 
building equipment, as of April 1, 1928, including 
reasonable financing and carrying charges, and be¬ 
lieve it should not exceed 90 cents per cubic foot, 
which would make the fair value of the building, ex¬ 
clusive of furnishings, but including reasonable fi¬ 
nancing costs, $5,040,000, instead of $7,739,51l|.80. 

c. Combined Properties. 

Your receivers have attempted to discovet the 
actual cost of the entire hotel property, but thby do 
not have records from which they can ascertain the 
actual construction cost of the Piedmont Hotql. It 
formed a part of the security for the $9,900,000 
financing (and it is an integral part of the hotel). 
It is set up on the books as having a cost of $129,- 
051.10. 

Taking cost prices from the Corporation’s State¬ 
ments, exclusive of financing and carrying charges, 
the following is the total cost of the entire project: 


Piedmont Building. 814,609.05 

Mayflower Building . 5,407,924.11 


6,222,533.16 

Less Depreciation taken in 
books on March 31, 1928. 386,767.68 


Furniture and Fixtures .. 1,369,231.35 
Less Depreciation taken on 
books on March 31, 1928. 290,374.21 


Mayflower land ($25.28 sq. ft.). 

Piedmont land ( 24.82 sq. ft.). 


5,835,7 


65.48 


1,078,8157.14 

1,500,000.00 

129,051.10 


Total.... 8,543,673.72 
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Against the above, there were issued bonds in the 
sum of $9,900,000. However, the bond prospectus of 
the American Bond and Mortgage Company claimed 
a value of $12,600,000 for these properties. 


XI. 


TABLE SHOWING ACTUAL REFINANCING. 

The Holding Company, already overloaded with 
fixed charges, found itself, after the refinancing of 
March 31, 1928, as having its bonded indebtedness 
increased by $2,725,000 against which its assets have 
been increased by only $1,277,345.82. The follow¬ 
ing table, taken from the Corporation’s books, speaks 
for itself: 


New Bond Issue . 9,900,000.00 

Bonds Retired 

1st Mortgage Bonds .... 4,200,000.00 
2nd Mortgage Bonds .... 2,000,000.00 

Cost of calling above bonds 203,000.00 


Piedmont 1st Mortgage 

Bonds. 850,000.00 

Piedmont 2nd Mortgage 
Bonds. 125,000.00 

Cost of flew financing .... 809,654.18 

Preferred stock purchased 
from American Bond 
and Mortgage Company. 435,000.00 


I 8,622,654.18 

NET CASH REALIZED 
AFTER INCREASING 
BONDED INDEBTED¬ 
NESS $2,275,000 . 1,277,345.82 


9,900,000.00 9,900,000.00 
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XII. 

I 

I 

THE EFFECT OF REFINANCING. 

Just prior to this refinancing in 1928, thfe books 
and audit reports of the Holding Company indicate 
that the Holding Company owed to the American 
Bond and Mortgage Company more than $500,000 as 
a balance due on account of discounts, commissions, 
interest, payments made to contractors, etc. j Since 
the Books indicated that the hotel had an operating 
deficit of nearly $2,000,000 (approximately $2,000 
per day) as a result of only two years and ten months 
of operation, your receivers can find no justification 
for those in charge of these properties increasing the 
bonded indebtedness bv nearly three million dollars. 
It must have been very obvious to the American 
Bond and Mortgage Company, and its officers, that 
there was little chance of collecting the $500,Q00, un¬ 
less this obligation could be, by them, transferred to 
the general investing public. 

As a result of refinancing, the American Bond and 
Mortgage Company not only was repaid this sum of 
$500,000, but they collected as a commission on the 
refinancing an additional sum of $809,654.18. There 
was an expense of $203,000 to the Holding Company 
as a premium paid for calling the existing bond is¬ 
sues. How many of these first issues the American 
Bond and Mortgage Company had on hand at the date 
of the refinancing, and what they may have cpst the 
American Bond and Mortgage Company, is unknown 
to your receivers. If it did have on hand any such 
bonds (and the indications are that it did sO have 
them, from a circular letter issued by the American 
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Bond and Mortgage Company to the bondholders), 
then the American Bond and Mortgage Company ob¬ 
tained a further profit in the premium paid in calling 
the bonds. 

XIII. 

STEPS RECOMMENDED TO RECOVER $435,000 

FOR BENEFIT OF BONDHOLDERS. 

a. History of the Transaction. 

The American Bond and Mortgage Company had 
in its treasury on June 21, 1928, $435,000, mostly col¬ 
lected from the sale of Mayflower bonds, which it 
should have turned over to the Holding Company. It 
also held preferred stock of the Holding Company. 
Instead of turning over the cash, the minute books 
show that the Holding Company took back or 
“bought” (as it is recorded in the books) 4,350 shares 
of its own (the Hotel Company’s) stock, and, as the 
price therefor, it “wrote off” the $435,000 cash, due 
to it from the American Bond and Mortgage Com¬ 
pany. 

This transaction prevented the Mayflower Hotel 
Company from having a very vital and necessary 
cash reserve. 

b. Minutes Recording This Transaction. 

The receivers desire to call particular attention to 
the minutes of the Holding Company of June 2, 
1928, which contains the following resolution: 

“WHEREAS, the American Bond & Mortgage 
Company, Inc., is the owner of all except one (1) 
share of the outstanding common stock of the 
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Mayflower Hotel Company and of all Of the 
preferred stock thereof (there being no| other 
stock of any kind authorized or issued) Except¬ 
ing a few shares of said preferred stock amount¬ 
ing to less than two (2) per cent of its tofal au¬ 
thorized and issued preferred stock, and j 
“WHEREAS, there is a deficit in the assets 
of the said Mayflower Hotel Company and the 
American Bond & Mortgage Company, Inc., de¬ 
sires to wipe out such deficit and to create a sur¬ 
plus, | 

“NOW, THEREFORE, BE IT RESOLVED, 
that the officers of the Mayflower Hotel Company 

are hereby authorized and directed to receive 
% 

from the American Bond & Mortgage Company, 
Inc., Fourteen Thousand and Fifty-four (14054) 
shares of the capital stock of the Mayflower Ho¬ 
tel Company of the par value of $100.0p per 
share with all dividends accumulated and unpaid 
and accruing dividends and all dividend rights, 
if anv, as a donation from the American Bpnd & 
Mortgage Company, Inc., for this purpose! with 
the understanding and agreement hereby author¬ 
ized and entered into with said American Bond 
& Mortgage Company, Inc., that said stock! shall 
remain uncancelled in the Treasury of thelMav- 

4 I • 

flower Hotel Company and shall not be reissued, 
except for good and valuable consideration.”— 

I 

I 

which minutes were approved by all of the directors 
of the corporation, including D. J. O’Brien, the Pres- 
ident of the Mayflower Hotel Company, and William 
J. Moore, Vice-President of the Mayflower Hotel 
Company, who was also one of the principal im an - 
aging officers of the American Bond and Mortgage 
Company. 

The stock donated was wholly without value. The 
“donation” created a fictitious surplus. The “(Iona- 
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tion’’ was undoubtedly made as a necessary pre¬ 
liminary step to make a record in the minutes to 
justify the transaction eighteen days later by which 
the American Bond and Mortgage Company profited 
in the sum of $435,000 cash. 

On June 21, 1928, a meeting was held, which was 
ratified by all of the directors, including the said 
I). J. O’Brien and William J. Moore, wherein the fol¬ 
lowing resolution was passed: 

“Whereas, the American Bond & Mortgage 
Company, Inc., is the owner of all except a few 
shares of the preferred stock of the Mayflower 
Hotel Company of the par value of $100 per 
share, and 

“Whereas, the American Bond & Mortgage 
Company, Inc., is indebted to the Mayflower 
Hotel Company in the sum of $435,000.00 and 
desires to bring about the cancellation of said 
indebtedness by the sale, transfer and delivery 
to the Mayflower Hotel Company of 4,350 shares 
of its preferred capital stock, 

“Now, Therefore, be it Resolved, that the of¬ 
ficers of the Mayflower Hotel Company are here¬ 
by authorized and directed to receive from the 
American Bond & Mortgage Company, Inc., 4,350 
sharesi of the preferred capital stock of the May¬ 
flower Hotel Company with all dividends accumu¬ 
lated and unpaid and accruing dividends and divi¬ 
dend rights, if any, in consideration of the can¬ 
cellation and satisfaction of the indebtedness of 
the American Bond & Mortgage Company, Inc., 
to the Mayflower Hotel Company amounting to 
$435,000.00, and the proper officers of this corpor¬ 
ation are directed to cancel, surrender and deliver 
to said American Bond & Mortgage Company, 
Inc., all evidence of such indebtedness of $435,- 
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000.00 and to make such record or entity upon 
the account books of this corporation that 
the whole of said indebtedness 6f the 

f 

American Bond & Mortgage Company, Inc., 
in the amount of $435,000 is cancelled ' by the 
transfer of said 4,350 shares of preferred cap¬ 
ital stock, and the proper officers of this corpora¬ 
tion are hereby authorized to enter into ah agree¬ 
ment with said American Bond & Mortgage Com¬ 
pany, Inc., that said 4,350 shares of the preferred 
stock of the Mayflower Hotel Company shall re¬ 
main uncancelled in the Treasury of thy May¬ 
flower Hotel Company and shall not be reissued, 
except for good and valuable consideration.” 

i 

j 

c. Legal Action Contemplated. 

Your receivers find it difficult to reconcile It he ac¬ 
tion of the Board on June 21, 1928, with the action of 
the Board on June 2, 1928, and are advised by coun¬ 
sel that the transaction of June 21, 1928, was j wholly 
unwarranted in law, was illegal, and void, ahd that 
the American Bond and Mortgage Company, jind all 
of the officers and directors of said corporation who 
participated in said transaction, owe to the! May¬ 
flower Hotel Company said sum of $435,000 and in¬ 
terest. 

The collection of this sum would meet the present 
financial emergency of the Holding Company,! being 
enough to meet the present requirements for protec¬ 
tion of the first and second mortgage bondholders, 
and, in addition, furnish a reserve fund to carry on 
during the period wherein a form of sound rejfinanc- 
ing can be worked out. 


i 
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XIV. 

OTHER POSSIBLE RECOVERIES, 

a. From the Operating Corporation. 

The lease executed by the Holding Company to the 
Operating Corporation provides a graduated annual 
rental which, this year, is $810,000, plus taxes and 
upkeep. The yearly rents, if paid according to the 
terms of the lease, would have been more than suf¬ 
ficient to meet all of the interest and sinking fund re¬ 
quirements of the Company, and to have left the very 
substantial cash balance of $264,150.74 on December 
31,1930. 

But the Operating Corporation owes to the Hold¬ 
ing Company the sum of $155,450.17. Your receiv¬ 
ers believe that this debt is at least $175,000 larger 
than appears on the books, or a total of at least 
$330,450.17. The Operating Corporation made pur¬ 
chases of furniture, furnishings, supplies and equip¬ 
ment, and charged them to the Hotel Company. The 
attorney for your receivers advises that such charges 
and payments are neither contemplated in, nor pro¬ 
vided for, in the lease. This opinion is in conformity 
with the circular issued by the American Bond and 
Mortgage Company in connection with the sale of the 
$2,400,000 bond issue, wherein it is stated that the 
rental provisions are more than sufficient to meet all 
of the interest and sinking fund requirements of the 
Company, and that would not be true if the income 
provided for under the lease could be diverted in 
the acquisition of capital assets. 

If the Operating Corporation had met its obliga¬ 
tions to the Holding Company, the Holding Company 


125 


Appendix D. 

would have had on March 31, 1931, a cash balance of 
more than $330,000, and there would be no occasion 
now for the bonds to be in default. 

b. From the American Bond and Mortgage Conipany. 

i 

The systematic increase of bonded indebtedness— 
the overloading of the project with bonded indebted- 
ness—the use made of such increased indebtedness; 
the $435,000 stock transaction; the operating deficit 
at the date of refinancing—are all circumstances'tend- 

. i 

ing to show a state of facts warranting full investi¬ 
gation of the legal responsibility of the American 
Bond and Mortgage Company to redeem the $2,400,- 
000 bond issue. Your receivers have been advised 
by their counsel that an investigation of the factis and 
law involved will be made. Recommendation^ will 
be made in a later report. 

I 

c. From Speare, Mitten and Ward. 

\ 

Since March 25, 1931, there have been charged to 
the Hotel Company the following sums disbursed by 
the Operating Corporation to Speare, Mittenj and 
Ward: | 

$1905 ! 

1750 | 

1750 

225 


Total... $5630 

I 

Your receivers have been informed that the firm of 
Speare, Mitten and Ward have been employed on a 
commission to solicit deposits of second mortgage 


i 

i 
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bonds for defendant Mayflower Hotels, Inc., and that 
the above sum of $5630 was paid for that purpose. 
Your receivers have been advised by counsel that 
such payment by the Operating Corporation is un¬ 
warranted, and should not be permitted to stand as 
a charge against the Holding Company. 

XV. 

MISCELLANEOUS, 
a. Notice to Creditors. 

Your receivers were unable, upon examination of 
the records of the Company, to discover the names 
and addressed of the first and second mortgage hold¬ 
ers, who represent practically all of the creditors of 
the Company. 

A request was made to the Chicago Title and Trust 
Company, and Arthur \Y. Draper, the receivers of 
the American Bond and Mortgage Company, for that 
information—which request was refused. Your re¬ 
ceivers will make an application for an order of 
Court requiring said Chicago Title and Trust Com¬ 
pany and Arthur W. Draper to furnish said informa¬ 
tion. 

b. Taxes Paid. 

Your receivers allege that, pursuant to your order, 
they immediately made demand upon the Operating 
Corporation for the funds necessary with which to 
pay the second instalment of taxes which were delin¬ 
quent since March 31; that late on the afternoon of 
May 29, 1931, they received a check for the amount 
of the taxes which they have delivered to the Tax 
Collector of the District of Columbia. 
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c. Interlocking Corporations. 


Your receivers have found it difficult, with only the 
books of the Holding Company and the Operating 
Corporation, to trace transactions and charge^ in¬ 
volving millions of dollars, because these charges, are 
cleared through many interlocking corporations; in¬ 
cluding the American Bond and Mortgage Company, 
Longacre Construction Company, C. C. Mitchell 
Company, Piedmont Hotel Company, the Mayflower 
Taxicab and Sightseeing Service, the Mayflpwer 
Hotel, Inc., and others. i 

Furthermore, many of the executives of the ridd¬ 
ing Company and the Operating Corporation are like¬ 
wise executives of the American Bond and Mortgage 
Company and of the other above interlocking cor¬ 
porations. This is particularly true of the defen¬ 
dants Moore, who actively manage many of the inter¬ 
locking corporate affairs. 


d. Financial Supervision. 


The Operating Corporation did, on May 27, 1931, 
cause to be drawn two checks in favor of the Fed¬ 
eral American National Bank and Trust Compgnv, 
one for $8,038.70, and the other for $4,540.50, in pay¬ 
ment of two notes not yet due on which the Oper- 

i 

ating Corporation is endorser. These notes wjere 
given in connection with the sale of stock in the May¬ 
flower Taxicab and Sightseeing Service, Inc. Ybur 
receivers protested such payment, and believe tjhat 
the only way they can fully safeguard the rights! of 
all of the creditors is to have financial supervision 
of the Operating Corporation. j 
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e. Unwarranted Salaries. 

It appears from the minutes of February 3, 1931, 
that 'William J. Moore, of Chicago, is to be paid 
$1,000 per month salary as President of the Holding- 
Company. In view of the Holding Company’s inabil¬ 
ity to meet obligations to bondholders, your receivers 
have discontinued these salary payments. 


XVI. 

CONCLUSION. 

By reason of the interlocking corporations between 
which “charges,” “financing costs,” “donations of 
stock,” “purchase and sale of stock,” “payments of 
bills,” and “assumption of obligations” (without put¬ 
ting the data supporting such assumption of obliga¬ 
tions or payments of bills in the files of the corpora¬ 
tion against which such “disbursements” have been 
charged), your receivers, with only such data as has 
been available thus far, are obliged to report to this 
court that the Mayflower Hotel Company appears to 
have had a disproportionate financial burden. And 
if these present indications are borne out by further 
investigation, or if the American Bond and Mortgage 
Company and its other subsidiaries continue to re¬ 
fuse to furnish necessary supporting data to substan¬ 
tiate these financial burdens put upon the Mayflower 
Hotel Company, your receivers believe that, in order 
to protect the investment of the Mayflower bondhold¬ 
ers, it will be necessarv to demand an accounting on 
the above types of charges which the books reveal as 
standing against the properties mortgaged to the 
bondholders. These unsupported charges, the audi¬ 
tors employed by your receivers state, amount to 
manv millions of dollars. 
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Your receivers are diligently working upon; a plan 
for financial reorganization, and within a shojrt time 
will furnish to the court for its approval, and ifor the 
approval of all of the creditors and stockholders of 
the corporation, this plan which, in the opinion of 
the receivers, will be to the best interests of I all the 
security holders of the Mayflower Hotel Company. 

Respectfully submitted, 


Thomas P. Littlepage, 
Joshua Evans, Jk.| 

Receivers. 

Mabel Walker Willebrandt, j 

Attorney for Receivers. 

Dated June 1, 1931. 

( 

District of Columbia, ss. : 


Thomas P. Littlepage and Joshua Evans, Jr., 
the receivers duly appointed herein, do hereby! make 
solemn oath that the statements contained in the 
foregoing Preliminary Report, subscribed by; them, 
are true to the best of their, and each of their, knowl¬ 
edge, information, and belief. 


Thomas P. Littlepage, 
Joshua Evans, Jr. j 


Subscribed and sworn to before me this 1st day of 
June, 1931. 

Wm. Montgomery Smith, 

Notary Public in and for the 
District of Columbia. 

NOTARIAL SEAL. ; 


Filed June 1, 1931. 


i 
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Para IV 
Para. V 


Para. VI 


Para. VII 


Para. VIII 


Para. IX 


FIGURES 

SUPPORTING PRELIMINARY REPORT 


$192,274,58 
$350,000.00 
$150,000.00 
# 80,000 shares 


$1,500,000.00 

$1,000,000,00 

$4,200,000.00 


$308,630.44 

$1,496,400.00 


$1,031,057.43 630,000.00 

336,100.00 
21,341.68 


43,615.75 


Exhibit A*1 of Allen R. Smart & Co’s re¬ 
port dated 3/28/31. 

Taken from Minutes of Board of Directors 
Meeting: dated 7/15/1922, contained in 
’ Minute Book of Walker Hotel Corporation, 
identified as No. 1. 

Accounting Memorandum No. 4, renumbered 
#10, dated July 22, 1922. 
f Taken from Minutes of Board of Directors 
I Meeting dated 7/15/1922, contained in 
Minute Book of the Walker Hotel Corpora¬ 
tion, identified as No. 1. 

Taken from Schedule PQ-1, of our working 
papers. 

Taken from Minutes of Board of Directors 
Meeting dated 9/2/24 contained in Minute 
Book of the Walker Hotel Corporation, 
identified as No. 2. Supported by Mr. 
Browning’s statement to Mr. Evans and Mr. 
Erb, Sunday, May, 1931. 

J-12, July 22, 1922 
No. 1 Journal Page 3, February, 1925 
Numerous items during 1925. See special 
schedule in working papers. Bond Dis¬ 
count. 

Com. 2nd Mort. as shown in Old Ledger 


1,031,057.43 

$1,496,400.00 
# 78,000 shares 


$428,700.00 

600,000.00 

1,496,400.00 

1,000,000.00 

75,000.00 

1,582,455.23 

884,834.40 


150,000.00 

278,700.00 

809,834.40 

75,000.00 


620,865.84 


J-173, dated 12/18/1924, also Para. VI. 
Taken from Minutes of Board of Directors 
Meeting dated Feb. 6, lp23, contained in 
Minute Book of the Walker Hotel Corpora¬ 
tion, identified as No. 2. 

\ For Land 
[ For a/c Rec. 

Accounting Memo. #177 
Accounting Memo. #173 
Accounting Memo. No. 4, renumbered #10. 
Result of foregoing figures. 

Memo, dated 9/2/1924 

Exhibit D—of Smart, Gore & Co., dated 

6/12/1926 

Exhibit C—of Smart, Gore & Co., dated 
6/12/1926 

because of an inter-company transaction 
subsequently wiped out—See Report of 
9/19/27 

Exhibit D—of Allen R. Smart & Co. dated 
9/19/1927. 


I 
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Figures Supporting Preliminary Report continued. 
Para. IX 


Para. Xa 


Para. Xb 


Para. XII 


391,973.48 

300,821.32 


91,152.16 

455,958.75 

460,833.76 


4,875.01 

1,500,000.00 

2,145,865.00 


645,865.00 


388,159.63 


1,034,024.63 

2,664,997.50 


5,199,424.02 


208,498.99 


5,407,924.11 

7,730,511.80 

8,545,120.85 

814,609.05 

2,129,147.65 

7,730,511.80 

17 years 
5,600,000.00 
850,000.00 


125,000.00 


809,654.18 

492,141.68 

300,000.00 

12,562.50 

4,950.00 

435,000.00 

8,622,654.18 

1,277,345.82 

9,900,000.00 

500,000.00 

809,654.18 

483,853.28 

250,000.00 

233,853.28 

179,000.00 

219,585.76 

2,000,000.00 

632,439.04 

1,505,700.24 


Exhibit B of Allen R. Smairt & Co. dated 
5/2/1928 for the Mayflower Hotel Co. 
Exhibit B of Allen R. Smairt & Co. dated 
5/2/192S for the Mayflower Hotels Corp. 
Exhibit B of Allen R. Smart & Co. dated 
3/30/1929 for the Mayflower Hotel Co. 
Exhibit B of Allen R. Smart & Co. dated 
3/30/1929 for the Mayflower Hotels Corp. 
Minutes of July 15, 1922 
Exhibit A of Smart, Gore & Co. dated 
6/12/1926 

Exhibit B of Smart, Gore j& Co. dated 
6/12/1926 

Exhibit B ot Allen R. Smart & Co. dated 
3/30/1929 

Combination of two preceding items. 

Exhibit A of Allen R. Smart & Co. dated 
3/30/1929 

Page 3 of Smart, Gore & ICo. dated 
10/5/1925 

Page 3 of Smart, Gore & C6. dated 
10/5/1925 . | 

Combination of two preceding items. 

Account #12, Page 3 I 

Less Piedmont Bldg, cost a« shown on 

page 3 of leport bv Allen jR. Smart & Co. 

dated 9/19/1927. * i 

Page 3 of report by Smart, j Gore & Co. 

dated 10/5/1925 

Bond indenture in minutes j 

Bond indenture in minutes 

Exhibit A of report by Allen R. Smart. 

& Co. dated 5/2/1928. 

Exhibit A of report bv Alien R. Smart. 

& Co. dated 5/2/1928 ‘ 

General Jonrnal, Page 79 
General Journal, Page 80 
General Journal, Page 80 j 
General Journal, Page 79 


General Journal, Page 81 

Mathematical Computation 

Mathematical Computation 

Mathematical Computation j 

Due Asso. companies Per Ledger 3/31/1928 

Open a/c 

Due Piedmont Hotel 


Entry subsequently reversed in open a/c 
Due on Note a/c—Account #20, Page 2 


Exhibit B of report by Allen 
Co. dated 9/19/27 Co. 


R. Smart & 


i 
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Figures Supporting Preliminary Report continued. 


300,821.32 

91,152.16 


500,000.00 

809,654.18 

203,000.00 

435,000.00 

810,000.00 

264,150.74 

155.450.17 
175,000.00 

330.450.17 
9,900,000.^0 


1,897,673.72 


Para XIII 
Para. XIV 


Para. Xc 


129,051.10 
814,609.05 
5,40,7 ,£24.11 


5,199,425.02 


?■ 208,498.99 

» .*_ 

6,222,533.11 


3S6,767.68 
5,S35,765.4S 
1,369,231.35 


290,374.21 
-1,078,857.14 
1,500,000.00 
Para. Xc 129,051.10 


8,543,673.72 

9.900,000.00 


Para XI 


Para. XIVc 
Para. XVd 


12,600,000.00 


2,725,000.00 7,175,000.00 
9,900,000.00 


2,725,000.00 


1,277,345.82 

9,900.000.00 


4,200,000.00 

3,530,000.00 


670,000.00 

2,000,000.00 


203,000.00 

103,000.00t 

100,000.00 

5,630.00 

8,038.70 

4,546.50 

1,000.00 



Ditto, dated 5/2/1928 Co. 

Exhibit B of report bv Allen R. Smart & 
Co. dated 5/2/1928 Corp. 

See above 
See above 
See above 

General Journal, Page 81 

See Lease 

See Schedule UA 

See Balance Sheet 

See Schedule Y 

Mathematical Computation 

Exhibit A of report bv Allen R. Smart & 

Co. dated 3/30/1929 

Exhibit A ot report by Allen R. Smart & 
Co. dated 9/19/27 

Page 3 of report bv Smart, Gore & Co. 
dated 9/19/1927 

Page 3 of report by Smart, Gore & Co. 
dated 10/5/1925 

Page 3 of report bv Smart, Gore & Co. 

dated 10/5/1925 

Combination of preceding items 

$814,009.05 and $5,407,924.11 

Account i£28. Page 1 of books 

Mathematical Computation 

Page 3 of report bv Smart, Gore & Co. 

dated 10/5/1925 

Account ir28, Page 1 of books 

Mathematical computation 

Minutes of July 15, 1922 

Exhibit A of Report bv Allen R. Smart 

& Co. dated 9/19/27 ‘ 

Mathematical Computation 

Exhibit A of report bv Allen R. Smart 

& Co. dated 3/30/29 

Furnished by others 

Exhibit A of report by Allen R. Smart & 
Co. dated 5/2/28 
Ditto 9/4/28 


Mathematical Computation 

Exhibit A of report bv Allen R. Smart 

& Co. dated 3/30/29 

Exhibit A of report by Allen R. Smart 

& Co. dated 5/2/28 

Ditto 5/2/2S 

Ditto 5/2/2S 

General Journal, Page 79 
General Journal, Page 79 
Furnished by others—Peters 
Furnished by others—Peters 
Furnished by others—Peters 
Minutes of Feb. 3, 1931. 



